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THIS MONTH’S COVER: SAN FRANCISCO 


Although Francis Drake on his voyage around the world in 1577-1580 visited on the 
Pacific Coast a “convenient and fit harbor” which was probably San Francisco Bay, the 
site was not definitely made known to the world until 1769, when the Spanish governor 
of Lower California, Gaspar de Portola, entered the harbor through the passage now 
known as the Golden Gate. At the Gate in 1776 a land expedition under Juan Bautista 
de Anza founded a military presidio; in its dedication and the subsequent founding of 
the pueblo of Yerba Buena are the beginnings of the present city. The settlement received 
the name of San Francisco in 1847, and when gold was discovered in California a year later 
it was transformed suddenly from a tiny Spanish village to the busy American town shown 
in the view on the front cover, drawn by Henry Firks and lithographed by Ibbotson... . 
This print from the Phelps Stokes Collection appears through the courtesy of the New 
York Public Library. ... Rebuilt after an earthquake and fire in 1906, San Francisco is 
today a principal port and financial center of the Pacific Coast. Its population in 1930 was 
634,000. The picture above looks to the northeast, down Market Street to the bay, and 
to the neighboring cities of Oakland and Berkeley. In the bay to the left of Yerba Buena 
Island is the man-made site of the International Exposition, scheduled to open next month. 
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“—they grip the bedrock with metallic claws 
And lift pale spears against the azure myth” 
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Continued from January 1938 


° Af the close of 1937 it seemed evident — 


(a) That merchandise in the majority of consumer goods lines had been overbought on 
a broad scale during the latter part of 1936 and the first few months of 1937. 

(b) | That security prices in July in many instances had reached price levels unjustified by 
either current earnings or those which might reasonably have been expected in the 
near future and 

(c) That asa result of those factors, combined with others of a very real but less tangible 
nature, the buying of both goods and securities had appreciably fallen off during the 
last quarter of 1937. 


Speaking rather generally both over and under buying can be attributed to natural or 
habitual causes, for while either buying or selling on a broad basis is ultimately governed in the major 
business cycles by supply and demand, temporary fluctuations extending at times for a period of 
months or a year or two, are largely influenced by the collective mental attitude of either buyers and 
sellers or, more often, by a combination of both. 

And mental attitude today is a far more potent factor subject to infinitely more rapid and 
unanimous change than could have been even anticipated before the universal accessibility of the radio 
and other forms of instant and world-wide communication. 

Before those changes occurred altered conditions usually spread slowly from region to 
region and at times during minor temporary reactions the conditions prevailing at the starting point 
had been reversed before the reaction had actually affected the distant frontiers. 

But probably the most important factors affecting the current buying habits of the indi- 
vidual who collectively composes the consuming market are: 

(a) the increase in the spread between the amount which is represented by the optional 

(or volitional) buying and necessity buying now compared with pre-war days, and 

(b) the commitments to pay in future installments for goods already in actual consumer 

use. 

Under conditions existing since the War the expenditures of millions of American families 
are to an important extent for purposes other than necessities which did not exist previous to the open- 
ing years of this Century. 

It is estimated that between 25 and 30 per cent of the disbursements of the average family 


are not for necessities, while for generations preceding the War the margin between rigid economy 























and the customary expenditures for all purposes was not in excess of 10 per cent of the total. 


This spread in the “volitional buying” is naturally peculiarly sensitive to the mental attitude 
of the buyer, and retrenchments under adverse conditions before the necessities are even curtailed, may 
cause a decrease in the total consumer buying of 25 or 30 per cent, which would have resulted in acute 
panic under conditions existing in the go’s, when a 10 or 12 per cent drop in the total volume of busi- 
ness resulted in a serious reaction lasting years. 





For several years past it has been evident that the people of this country have become recon- 
ciled to conditions and to circumstances, after a relatively brief lapse of time, which at their inception 
were thought to be insurmountable. In other words, the people of this country have acquired the 
characteristic of becoming reconciled to the conditions which may exist after a period of familiarity 
with unusual circumstances and from that point go forward with a degree of confidence, which is 
peculiarly reassuring as to the future. 





In contrast with the opening of 1928, 1929 gives evidence — 
I § 3 939 § 


(a) that merchandise in the majority of consumer goods lines has not been overbought 
and that inventories, of current goods particularly, tend toward scarcity, even though 
the aggregate inventories may not reflect that situation to a marked degree. 

(b) that security prices are not generally out of line with current earnings. 

(c) that the heavy goods industries and especially the housing situation, show evidence 
of vitality which has not been apparent for several years. 

(d) that the mental attitude of the people of this country, irrespective of the severity of 
the precariousness of the situation in Europe and the Far East, appears to be that of 
a people largely accepting, if not entirely reconciled to what has transpired, and defi- 
nitely indicative of an optimistic attitude toward the future. 

(e) but probably the most important single factor which may serve as the broad support- 
ing base for a period of prosperity is the evidence that construction throughout this 
country of every nature, including the renovation of urban structures, is shaping up 
as it has not done for more than a decade. 





Taking the “Natural Reactions” to existing conditions compared with the circumstances 
which were evident in January, 1938, the outlook seems far more promising than for that of any recent 
year, and the reassuring feature of the improvement which has taken place during the past few months 
lies in the consistency and soundness of the broadening of activities in contrast to those sudden bursts 
of optimism which have been of a decidedly more speculative nature in 1934 and 1936. 

An attempt to predict the future, because of the unusual conditions existing throughout the 
world, would be futile, but under the circumstances itis not out of order even for the most conservative 
to hope for a far better year in 1939 than we have recently experienced. 

We, with the utmost sincerity, wish the American people a prosperous and contented year, 
and we are extremely hopeful that 1939 will prove to be the forerunner of a series of years of sound 
prosperity. 


January, 1939. Presipent, DUN & BRADSTREET, INC. 
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T is a tradition of The Economist 

that once, and once only, during his 
term of office the Editor is permitted to 
draw aside the veil of anonymity and 
address a personal message to his 
readers. The occasion is that on which 
he says farewell. 

The seventeen years during which it 
has been my privilege to occupy the 
chair of James Wilson and Walter 
Bagehot have been ones of great and 
rapid change in the world’s affairs. The 
first article that I wrote after my ap- 
pointment was one recording the suc- 
cess of the mission of the late Lord 
Balfour at the Washington Naval Con- 
ference. My editorship closes with the 
Agreement of Munich. It began with 
high hopes of world appeasement in- 
spired by a great practical measure of 
disarmament; it ends with a_hair’s 
breadth escape from world war and a 
precarious truce. 

Three features stand out from the 
history of the post-war decades. The 
first is the great progress of science, in 
the arts of production and in the living 
conditions and well-being of the masses 


of the people in most countries of the 
world. But this encouraging record is 
marred by two sinister influences. One 
is the deterioration of political relation- 
ships which has reduced the League of 
Nations to impotence and has divided 


FROM WASHINGTON, 1921, 


TO MUNICH, 1938 


A distinguished economist reviews some of the more signifi- 
cant developments of the last seventeen years in this article 
which appeared in The Economist at the close of his editorship. 


SIR WALTER LAYTON 


Editor, The Economist (London), 1922-1938 


the world into two rival camps; the 
other is the failure to establish eco- 
nomic relationships on a_ reasonable 
basis—with the result that we have suf- 
fered one of the worst depressions in 
history and seem unable to build up 
lasting prosperity. Millions of citizens 
in the richest countries of the world 
without a means of livelihood, armies 
of refugees whom no country will har- 
bor, with millions more to come, the 
mills of industry frantically grinding 
out weapons of destruction—these 
things are a cynical commentary on 
civilization in the middle of the twen- 
tieth century. 


Advantages 


In these dark days it is well to re- 
member what material advantages we 
now possess if we only knew how to 
use them. In this country the standard 
of living has risen almost continuously 
since 1920. In spite of depression in 
certain areas real wages are good, the 
standard of housing is immeasurably 
superior to that of pre-war days, social 
services have been expanded, pensions 
have been extended to widows, the 
maintenance of the able-bodied unem- 
ployed on the “dole”’—which ten years 
ago was widely regarded as a symptom 


“ 


of our economic decay—has been re- 
organized as a central Government ser- 
vice and is taken as a model by other 
countries of the world. 

New amenities have been brought 
within the reach of masses of the people 
—including the popular motor car and 


the radio, which dates in this country 
from no longer ago than 1922. In the 
sphere of industrial organization, trans- 
port has been reorganized in London 
and on the main railways and roads of 
the country, major industries such as 
the coal, steel, and cotton trades have 
come together with Government help 
or stimulus and superseded competi- 
tion by co-operative marketing and pro- 
duction. After a series of industrial 
upheavals which culminated in the 
General Strike of 1926, relations be- 
tween Capital and Labor have settled 
down on a harmonious basis and for 
over ten years the course of economic 
activity has been very little disturbed 
by industrial disputes. 

In the political sphere, the franchise 
has been extended to every adult; the 
perennial unrest of Ireland has been 
allayed by the curious device which in- 
cludes a republic under the British 
Crown; while by the Statute of West- 
minster the Dominions have been made 
equal partners with Great Britain and 
are free to come and go in the Com- 
monwealth. Even India, after much 
travail and political upheaval, is at last 
enjoying autonomous government in 
the Provinces and is on the threshold 
of federal self-government. In impor- 
tant spheres democracy has extended 
its domain, while in great States the 
status of the workers has made impor- 
tant progress. Experiments in living 
and in the social structure have been 
made on the grand scale. Indeed, one 
of them—in the Soviet Union—covers 
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by far the largest single territorial unit 
in the world. 

Unfortunately, those to whom has 
fallen the responsibilities of directing 
the political destinies of the world have 
not risen to the height of their oppor- 
tunities and have failed to eradicate the 
seeds of hatred and of ambition which 
were sown by the war and its after- 
math. 

In its attitude to the problems of our 
time the policies advocated by The 
Economist have been in line with its 
liberal tradition. It was natural that 
the paper which was started nearly a 
hundred years ago to support the repeal 
of the Corn Laws should in these post- 
war decades have emphasized the im- 
portance of restoring the freedom of 
commerce. In the early twenties there 
was a tendency to regard currency sta- 
bilization as a golden key for restoring 
prosperity. At the time of the Austrian 
and Hungarian reconstruction schemes 
this paper was almost alone in urging 
that to stabilize currency and to provide 
foreign capital for distressed countries 
would be futile unless in Central Eu- 
rope tariffs and other restrictions on 
trade were drastically reduced. It 
stressed the necessity of commercial 
agreement in Danubia, pleaded for per- 
mission to these States to make prefer- 
ential arrangements, and urged that we 
should modify our most-favored-nation 


LONDON TOWER AND TOWER BRIDGE 


rights in order to 
enable them to do 
so. Even after the 
World Economic 
Conference of 
1927, when the 
delegates from 
over fifty nations 
unanimously en- 
dorsed the plea 
for freer trade, 
nothing was done 
except the con- 
clusion of a few 
bilateral treaties 
in which some 
very minor modi- 
fications of the 
existing system 
of all foreign trade were effected. 

Again, with almost painful reitera- 
tion, The Economist pleaded for a more 
rational attitude towards Reparations 
and International Debts which were 
helping to create a gross distortion of 
international payments and a maldis- 
tribution of gold. This paper approved 
the return of Great Britain to the gold 
standard in 1925 in the belief that in a 
world where commerce was flowing 
freely the general level of prices that 
then obtained would continue. It was 
not foreseen that the French monetary 
inflation would be followed by stabili- 
zation of the franc at a level which 
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undervalued it in relation to the pound, 
and that for a number of reasons there 
would be a long deflationary drag upon 
the price level in this country. 

The later years of the nineteen-twen- 
ties were ones in which Britain was 
forced to readjust its industrial life to 
a new equilibrium in which foreign 
trade represented a much smaller per- 
centage of our national activity than 
was formerly the case. Surveyed in 
retrospect, the economic historian will 
probably conclude that the difficulties 
which this country faced in the years 
1925-1930, and the restraint which they 
imposed on the rate of our economic 
advance, were partly responsible for the 
fact that when the great depression 
came in the early ’thirties this country 
suffered less than others. But in the 
world as a whole there can be no doubt 
that the five years preceding 1930 were 
ones in which a great chance was 
missed of rebuilding prosperity on the 
sound basis of international economic 
collaboration. 

If this was the case in the economic 
field, it is even more glaringly true that 
in the political field the decade and a 
half that succeeded the war were years 
of lost opportunities. The unwise pol- 
icy of keeping Germany weak and en- 
circling her with an overwhelming 
force manifested itself in many ways; 

(Continued on page 47) 
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CONSIDERATIONS THAT AFFECT 


PRICE POLICIES 


A Reproduction of Statements on Price Policy Prepared in 
NRA and Approved by the National Industrial Recovery Board. 


Surveying important aspects of prices in this business civilization, the 
statements which follow are perhaps the clearest reviews of these subjects 
which have ever been put together. They resulted from careful reworking 
of the best thinking of representatives of business, labor, consumers, the 
science of economics, and government; they were prepared in the Spring 


of 1935 for guidance in the revision of NRA codes. 


Concerned with 


General Price Policy, Open Price Filing, Loss Leaders, and Cost and Price, 
they are of continuing importance——The Editors. 


NDUSTRY is the instrument 

through which goods or services 
are supplied. The producer, the la- 
borer, and the consumer alike have a 
stake in its efficient and orderly oper- 
ation. The facilitating of adjustments 
among these several interests and their 
individual members is the function of 
price. Price also facilitates adjustments 
among the many industries whose 
products compete with one another for 
the consumer’s dollar. Unless price 
operates effectively to determine these 
working arrangements among the in- 
terested parties, some deliberate ar- 


rangement or planned control must be 
permitted or established. This would 
necessarily limit severely the area of the 
individual business man’s discretion. 
In regard to prices and price-making, 
industries present the greatest variety. 
But insofar as government policy is 
concerned, they fall roughly into three 
distinct groups. The first group—of 
which education, the highways, the 
postal service, and the police are typical 
are government undertak- 





examples 
ings. In their operation the charge for 
the service has little relation to the cost; 
price, if there is any, has been fixed 


by the government according to some 
such principle as the encouragement 
of the wide use of the service. The 
second group—generally called public 
utilities—includes industries usually 
privately owned, monopolistic in ten- 
dency, and subject to regulation. In 
such cases, a governmental commis- 
sion usually fixes rates predicated upon 
“a fair return upon a fair value.” The 
third group—comprehending the 
greater part of business activity—is free 
enterprise. In this domain govern- 
ment kas customarily limited its efforts 
to maintaining and regulating com- 
petition, leaving the actual making of 
price to the market. 

In this third group—much of which 
is in the jurisdiction of the NRA—price 
is not fixed by a governmental author- 
ity. It is supposed to be determined in 
an open market where it is assumed 
to emerge from the operation of all the 
competitive forces which are included 
in the shorthand words “supply” and 











“demand.” The system is one of crude 
checks and balances. 
balanced against consumers; and the 
efforts of buyer or seller to drive too 
hard a bargain are presumably checked 
by the competition of other buyers or 
sellers in the same or in competing 
businesses. Insofar as either party is 


Producers are 





able to go elsewhere in search of a bet- 
ter bargain, he has some protection 
against the bargaining power of the 
other party. The principle of price- 
making by competition in a free and 
open market is established in the com- 
mon law, the anti-trust acts, and public 
policy. 

The competitive system is often 
spoken of as an automatic self-regulat- 
ing mechanism. Government and 
business are said to have separate prov- 
inces; government is to keep hands off 
and leave the determination of ques- 
tions affecting business to the market. 
But as a matter of fact the economic 
order is not now, and never was, self- 
regulating. To the end of securing an 
orderly, efficient, and humane indus- 
trial system, the regulation of compe- 
tition has proceeded along three dis- 
tinct lines. 

First, government intervenes to se- 
cure the maintenance or restoration of 
competitive conditions. An under- 
standing among interested business 
men may prevent the establishment of 
a competitive price. In consequence, 
monopoly, combination, and conspir- 
acy in restraint of trade are illegal. In 
the anti-trust acts an attempt is made 


to keep industries open to all who will 
take their chances, and to maintain “a 
fair field and no favors.” The prohi- 
bition against monopoly is written into 
the anti-trust laws, the National Indus- 
trial Recovery Act, and the codes. 

Second, government undertakes to 
regulate the plane of competition in the 
field of wages and working conditions. 
In many instances a small minority, 
who seek to gain by disregard of labor 
standards, may have their way against 
the wish of the great majority in the 
industry. They may make labor suffer 
unduly low wages, long hours, and in- 
tolerable working conditions. Accord- 
ingly, government steps in to fix stand- 
ards of safety and health, to establish 
workmen’s compensation, and to regu- 
late hours of labor. The labor provi- 
sions in the codes represent a fuller 
development of such necessary inter- 
vention. 

Third, government undertakes to 
regulate the plane of competition in the 
field of trade practices. In the conduct 
of business, practices grow up which 
are the customs of the industry. These 
practices are among the rules of the 
game for the competitive struggle, and 
the function of government is to inter- 
vene to insure fairness of opportunity. 
In the heat of the struggle, a few firms 
may resort to unfair practices—such as 
the misrepresentation of goods and se- 
cret discriminations—which their com- 
petitors are forced to adopt. Thus a 
minority has it in its power greatly to 
affect, and sometimes to determine the 
conditions of survival. Government, 
therefore, must see to it that trade prac- 
tices are freed from abuse and are made 
proper instruments of business and 
public policy. 

A price policy should of necessity be 
stated in general terms. Its end is to 
cause price to perform its essential func- 
tions. The standard alike in the law of 
the land and in public policy is a com- 
petitive price made in an open market. 
It should not be perverted by such in- 
fluences as ignorance, malice, decep- 
tion, or collusion. Such barriers to the 
effective operation of competition must 
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be removed; the forces which tend to 
destroy standards and to create unfair 
methods must be controlled; and trade 
practices must be harnessed to the in- 
dustrial and social ends they should 
serve. 

The establishment of a plane of com- 
petition involves a consideration of all 
the arrangements, usages, and customs 
under which prices are made. These 
characteristics of a business are just as 
significant as the technology employed 
in the physical process of production or 
marketing. They consist of devices 
and procedures—such as a free market, 
open price filing, quantity discounts, 
cost accountancy, and the like. All of 
these are mechanisms; no one of them 
is good or bad in itself; the merit or 
demerit of each comes from the use to 
which it is actually put. Nor can any 
device or procedure be judged alone, 
for it always appears in combination 
with other devices. Moreover, in con- 
sidering the totality of a business in 
operation, all these devices together 
must be judged in relation to its tech- 
nical operations and the character of 
its growth. 

A great many of these devices and 
procedures are the inventions of busi- 





ness. A group of them have now the 
approval of administrative bodies and 
the courts. Such “fair practices” may 
be employed freely. Another group are 
still on trial; their range of usefulness 
and their accord with public policy 
have not yet been fully demonstrated. 
They should be cautiously employed, 
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and the burden of proof is upon the 
industry wishing to use them. A third 
group, forged in the heat of the com- 
petitive struggle, must be freed of their 
capacity for unfair use before they can 
be generally employed. One of the 
great tasks of the NRA is to develop 
trade practices, observe carefully their 
operation, and fit them for service in 
the larger task of maintaining order 
and fairness in industrial relations. 

It follows that a general statement of 
policy can present no more than an 
approach to a specific problem. Indus- 
tries are far from being enough alike 
to permit identical treatment. They 
differ in structure, in organization, in 
the usages of business, and in their 
places in the national and international 
economy. They are currently at very 
different stages of development. They 
are susceptible to different degrees and 
types of supervision. In some instances 
stated policy, however appropriate to 
the usual case, might not accomplish 
the desired results if applied to a par- 
ticular industry. Therefore, in certain 
exceptional cases, provisions usually in 
accord with policy may be limited or 
avoided in the case of certain industries. 
In other exceptional cases provisions 
usually contrary to policy may be ac- 
ceptable. But all such departures from 
stated policy must be justified by the 
values which competition is intended 
to serve. 

But, whatever the necessity for vari- 
ation in detail, the general objectives of 
price policy are definite. It must pro- 
mote fairness between the parties to an 
industry and make its contribution to 
the betterment of the standard of liv- 
ing. A control of production is in- 
evitable under any industrial system. 
A long experience has led us to leave 
that problem to the open market. In 
a few industries, in which competition 
has proved unusually disorderly, it may 
be necessary to intervene to bring pro- 
duction into line with demand; but 
such intervention should avoid “restric- 
tion of output” and should aim at the 
kind of equation between production 
and consumption as the market is sup- 





posed to effect. The strategy of policy 
must find expression in a multitude of 
decisions. But its end is single—an 
economy, not of scarcity but of plenty. 
In other words, means and ends must 
not be confused. Means should be flex- 
ible, requiring the use of a miscellany 
of devices and procedures. Objectives 
should be stable. The goal sought is 
the establishment of conditions under 
which in a free and open market com- 
petition may determine a fair price. 





OPEN PRICE FILING 


1. Enp to Be SERvED 


Open price filing is a mere device. 
Its potentialities for benefit or mischief 
depend upon the purpose to which it 
is put and the methods which attend 
its use. The standard by which its pro- 
motion should be judged is price mak- 
ing similar to that which would be 
afforded by an open and competitive 
market such as an organized com- 
modity exchange. In such a market 
all the forces of demand and supply 
converge, the transactions are a matter 
of public record, buyer and seller can 
accommodate their activities to the 
course of events, every factor of signifi- 
cance has a chance to be registered, and 
a changing price represents all that af- 
fects the current value of a commodity. 

The ideal of an open and competitive 
market can seldom be fully attained. 
The conditions under which various 
industries are carried on are diverse; 
the obstacles to open and free compe- 
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tition are many; and the devices and 
procedures for making markets open 
have been inadequately developed. In 
general the open market is currently 
limited to staple commodities, capable 
of standardization, and objects of a 
continuous flow of trade. Cotton and 
wheat are examples of wares susceptible 
to open market operations. 

But where there is no open market, 
its functions still need to be performed. 
Their performances may be rendered 
difficult or impossible by the local char- 
acter of trade, irregularity or infre- 
quency of purchase, restraint of trade, 
or some other condition. 

NRA has hoped to approximate the 
objectives of the open market by a sys- 
tem of open price filing to be applied 
under appropriate circumstances. This 
takes the form of the collection and 
general circulation of the price quota- 
tions at which members of an industry 
indicate a readiness to sell. A “file” is 
not a market, and the process of record 
and circulation lacks the speed and 
completeness of a continuous report of 
a series of commodity exchange trans- 
actions. But it is possible for the open 
file to allow buyers and sellers to ac- 
commodate their activities to competi- 
tive conditions, to fix limits to the 
spread of quotations at any given time, 
and to tend to make price perform its 
industrial function. 

To these ends open price filing 
should, so far as possible, be made to 
furnish a public record of price move- 
ments, provide a check on discrimina- 
tion among customers, reduce the 
amount of deception among buyers and 
sellers, and give parties concerned a 
fuller knowledge of conditions affect- 
ing the market, and promote and safe- 
guard the integrity of the process of 
competitive price making. It should 
be used to remove the ignorance which 
the small enterpriser has about the ac- 
tivities of his larger competitors. 

The open market is the desired in- 
stitution; open price filing is an imper- 
fect substitute. The open market fixes 
the standard of performance fer open 
price filing. 











Like all other procedures, open price 
filing is not immune to abuse. In com- 
bination with other procedures and 
understanding it may be employed to 
maintain a price fixed by a combination 
of producers. It may be used to expose 
to trade punishment or the damaging 
ill will of his competitors the individual 
whose prices are out of line. But in 
such instances the evil almost invari- 
ably lies in extra-code arrangements 
which limit competition and for which 
the open price filing device becomes a 
convenient instrument. 

It was hardly to be expected that 
open price filing should immediately 
attain its fullest possible usefulness. 
Abuses such as have appeared in a 
number of industries were to be antici- 
pated. These abuses must be overcome. 
However, the experience of NRA has 
indicated the possibility of developing 
safeguards, and much of the testimony 
at the January, 1935, hearings on price 
policy confirms the belief that further 
experiment with open prices is desir- 
able. Time will be required to perfect 
the device, discover its full possibilities, 
and contrive ways to guard it against 
abuse. Ingenuity will be required to 
adapt it to many industries in which 
products and conditions of sale are 
diverse. A continuous and intelligent 
observation of its operation and a 
prompt correction of abuses are essen- 
tial to its fullest usefulness. 


2. EssENTIAL CHARACTERISTICS 
OF AN OPEN Price Provision 


Price filing should be administered 
to serve the ends of a free and open 
market. An impartial and confidential 
body should be the administrative 
agency in order that price-lists may be 
distributed to members of the industry 
and their customers without partiality 
and without efforts to influence the 
quotations. The prices must be gen- 
uinely available to all customers and 
members of the industry. If the body 
with which prices are filed is a private 
agency, its activities must be subject to 
the immediate oversight of the govern- 
ment. It is also essential to the pur- 





poses of open price filing that the filed 
prices be those at which sales are ac- 
tually to take place rather than merely 
minima above which members of an 
industry may secretly vary their prices 
as they choose or maxima from which 
discounts are to be allowed. 

The general presumption must be 
against the use of the waiting period 
and the burden of proof is upon the 





industry which wishes to employ it. A 
protracted experience with the waiting 
period has revealed shortcomings, for 
which no one is consciously to blame 
and which are not easily avoided or 
corrected. 

A waiting period is likely to freeze 
a competitive process which should be 
kept active and to impair the very pur- 
pose for which sealed bids are used. 
In an open market there is no counter- 
part of such a device. When prices 
are rising a flood of orders during 
the waiting period may unsettle a 
future market. When prices are too 
high the incentive to reduce them in 
order to get more volume of sales may 
be lessened by the knowledge that price 
reductions will not become effective 
until competitors, by similar reduc- 
tions, have destroyed most of the sales 
advantage. 

Probably the best case for a waiting 
period can be made for industries in 
which sales are of large size and small 
number, members are many and wide- 
ly scattered, and information about 
prices cannot, for some reason, be 
quickly circulated. But even in such 
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industries the burden of proof must be 
upon those who wish to employ a wait- 
ing period. 

In industries where prices imme- 
diately effective are manipulated for 
the purpose of allowing large discrimi- 
natory discounts to privileged cus- 
tomers, it may be necessary to impose 
some limit upon the frequency of price 
change. It such rare cases this can be 
done by provisions requiring that a 
price, once effective, must stay in effect 
for some reasonable minimum period. 
A waiting period before the price be- 
comes effective is not necessary in deal- 
ing with this problem. 


3. THe Frecp For THE UsE oF 
Open PRricinc 


Open price systems should not be in- 
discriminately applied to the entire 
range of American industry. In some 
industries the technical problems pre- 
sented by an open price system would 
be insuperable. If commodities differ 
so widely in quality, character, and ac- 
companying service that prices are like- 
ly to vary with each sale, or if the num- 
ber of concerns and products is very 
large, an open price filing system may 
require much effort and give little 
usable information. If through custom 
or convenience prices remain stable and 
market changes lie mostly in the char- 
acter of the goods sold, price reporting 
may be a meaningless process. If com- 
modities are highly perishable and their 
supply fluctuates rapidly, even the 
quickest system of recording current 
prices would be a burden upon many 
business men and consumers. The 
feasibility of an open price system in- 
creases insofar as price competition is 
active, the products of the industry can 
be clearly identified, and price changes 
in the industry are frequent without 
being incessant. 

A price is not just a price, but a price 
of something. It is meaningless apart 
from information about the quality of 
the goods and the terms of sale. Ac- 
cordingly, to be informative, all the 
factors that help to give identity to a 
price should be reported. In industries 
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in which this cannot be done it is ques- 
tionable whether an open price system 
can be effectively used. It is difficult 
to provide properly for such informa- 
tion. Identification of articles and their 
qualities, description of how discounts 
are related to quantity and to the classi- 
fication of customers, indication of the 
way in which prices vary with varying 
transportation costs—these are compli- 
cated matters. Yet any one of the terms 
of sale may be used, not only by the 
unscrupulous but even by the inde- 
pendent-minded merchant, in a way 
which impairs the achievement of the 
open market purposes contemplated in 
the use of the device. It is possible, for 
example, to confuse the meaning of the 
schedule of prices by withholding an 
adequate definition of classes of cus- 
tomers. Therefore, the relation of 
quality, quantity, class of customer, and 
various terms of sale to the subject of 
open price filing will later be given 
separate treatment. 

Observation, ingenuity, and patience 
may permit the extension of open price 
filing into what at the moment seers 
to be impracticable territory. Even now 
it may be applied to industries in which 
goods are not strictly standardized; for 
the members of an industry have a prac- 
tical knowledge of each other’s wares, 
and customers can be educated to the 
larger differences among grades and 
brands. However, in most of these 
cases the difficulties which arise from 
variations of product and service are 
such that open price systems might 
confuse rather than reveal what is hap- 
pening in the market. The meaning 
of a price may depend upon who quotes 
it. The name of the seller may be neces- 
sary to an identification of the quality 
of the product. It may be necessary to 
indicate whether the article in the 
requisite quantity can be supplied or 
whether the price is only nominal. 
Hence, to make open pricing effective, 
the identity of the seller often needs to 
be revealed. 

In certain industries open price sys- 
tems, though feasible, involve such 
probabilities of serious abuse that they 


should be avoided. These are indus- 
tries in which the need is to preserve 
competition against attack rather than 
to provide facilities by which competi- 
tion may be made more informed. An 
industry in which the dominance of an 
enterprise or group is intimidating to 
smaller independents is not a suitable 
field for open pricing; for the identifi- 
cation of the smaller concern’s prices 
would, in such cases, be inconsistent 
with the preservation of its freedom to 
make whatever prices it may choose. 
Industries in which the chief obstacle 
to collusion is the difficulty of devising 
machinery for price understandings are 
equally unsuitable to open price sys- 
tems, since even the best open price 
system may be used as a collusive de- 
vice. The field for open pricing is that 
in which competition tends to be active 
but ill-informed and chaotic; not that 
in which competition tends to evolve 
into;monopolistic restraint. 





4. Price STaTIsTICS AS AN 
ALTERNATIVE 


There may be many industries in 
which the ends of public policy will be 
adequately served by price filing or re- 
porting as it was understood generally 
and accepted by the courts even prior 
to NRA. Such are systems for the open 
reporting of price summaries, price 
ranges, and sales volumes based upon 
records of past transactions. Such a re- 
porting system involves neither the 
same technical problems nor, if the 
identities of sellers are concealed in the 
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summaries, as great dangers of abuse 
as necessarily appear with current price 
filing. In such industries, when names 
of sellers are not to be disclosed, a form 
of summary statement must be devised 
adapted to the circumstances and de- 
tailed enough to serve those concerned. 
The contrivance of this form requires 
a nice balance between the safeguards 
of secrecy and the necessity of infor- 
mation. 


5. Price Fiuinc nor Price-FIx1nc 


It is hardly necessary to say that open 
price filing is not price-fixing. Nor 
should evidence of collusion in their 
making be inferred from a uniformity 
in the prices which are filed. Competi- 
tion is supposed to offset uniformity of 
prices through an open market; and an 
approximation to uniformity is almost 
certain to result from the proper main- 
tenance of open price filing. It is when 
the prices quoted by the members of 
an industry move in concert faster than 
competitors can easily accommodate 
themselves to each other’s activities or 
when prices move uniformly and 
sharply upward in contrast to trends 
in related industries that evidence of 
collusion is present. Open price filing 
is a device; price-fixing is a business 
policy in operation. 


6. THe NEED FoR FLEXIBILITY 


Open price filing should be applied 
to specific industries in the light of the 
particular circumstances rather than as 
a rigid formula. In each case attention 
should be given to such considerations 
as the frequency and extent of price 
change, the complexity of terms of sale, 
the difficulty of identifying an article, 
the number and geographical diffusion 
of members of an industry, the degree 
of price competition, and the economic 
importance of the article. In certain 
instances, for example where the fin- 
ished product of one industry is the 
raw material of another, it may be 
necessary to take account of conditions 
in correlative industries. But however 
difficult may be the accommodation of 
the device to industrial circumstances, 





the ends which the open market should 
serve are definite guides. 

The National Industrial Recovery 
Board feels that the device of open price 
filing should be perfected, guarded 
against abuse, and applied with dis- 
crimination to the industries to which 
it is appropriate. In certain industries 
and for certain commodities for which 
an organized open market is not prac- 
tical, the virtues of an organized com- 
modity exchange may be approximated 
through the device of open price filing. 


THE LOSS LEADER 


The use of the “loss leader” has long 
been a problem in the competitive field. 
The practice of selling an article for less 
than its cost to the seller is prevalent 
throughout industry. But as used here 
the term is limited to retail trade, where 
the practice is most prevalent and most 
troublesome. 

The term “loss leader” does not apply 
to all retail sales below cost. Often a 
manufacturer, in an attempt to estab- 
lish his line, will price an article for less 
than the expenses of production. But 
in such cases the article is available to 
members of the retail trade upon the 
same terms and it is the manufacturer 
who takes the loss. An article is a loss 
leader only when sold by the retailer 
at less than his own cost. 

The loss leader is a device for attract- 
ing trade. An ideal loss leader is an 
article which is well known, easily 
identified, uniform in quality and 
widely used. One unit is like another 
and the customer’s comparison is con- 
centrated upon price. A standard goods 
like sugar, an advertised ware such as 
‘i cigarette, or a popular book, of which 
one copy is identical with another, are 
well suited to this use. 

The loss leader is a device in sales 
strategy. Its principal use is to attract 
customers into the shop. The retailer 
may employ it as bait and hope to make 
up the loss on other sales. He may 
hope to create the impression that the 
price of the loss leader is a fair sample 
of prices throughout the store. He 


may even, upon occasion, use the loss 
leader as a blind behind which to dis- 
pose of goods of unstandardized qual- 
ity, the worth of which the consumer 
cannot judge for himself. 

The use of the loss leader has come 
to be regarded as a matter of public 
concern. If it is used to deceive cus- 
tomers as to the quality of merchandise, 
it is an unfair competitive practice. It 
may be employed by the large, power- 
ful, and well-financed producing con- 
cern against the smaller enterprise. 
The giant producing concern, with its 
large resources and many chain outlets, 
may subsidize a price-cutting campaign 
in one locality or at one time and—after 
forcing rivals to the wall—recoup from 
another territory or at another time. 
The small producer may likewise be- 
come the victim of the loss leader. 
Many concerns—which are his outlets 
—may not be able to meet the lower 
price and customers may shift pur- 
chases to rival lines. 

It is hard to justify the loss leader in 
terms of economy and efficiency. It is 
a device, not of the technology of mer- 
chandising, but of the business struggle 
for customers; it makes its appeal, not 
by lowering cost, but by selling below 
cost. The rivalry between retailers 
should be based upon practices which 
promote economy in merchandising, 
not upon sheer financial strength or 
predatory tactics. 

It is not easy to find a solution for the 
problem. A system of accounting can- 
not be made to reveal the costs of han- 
dling specific articles; but, even if it 
could, retail merchandising cannot be 
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subjected to the principle that each 
article must bear its own costs. A rea- 
sonable leeway must be granted to the 
retailer in the choice of his way of mer- 
chandising, in the allocation of his 
costs, and in the making of his prices. 
An attempt to find a solution of the 
problem is beset with hazards, and a 
prohibition of the loss leader must not 
be allowed to open the door to other 
abuses. 

The limits of the prohibition of loss 
leaders must be determined in a way 
that will grant the utmost leeway to the 
individual enterpriser in allocating the 
cost of doing business among the 
dozens or hundreds of articles which 
he offers for sale. For the present, be- 
cause of lack of a real answer to the 
problem, an expediency must serve. A 
proviso in many of the codes forbids 
the sale of an article for less than the 
invoice cost plus a small addition to 
cover a part of the labor expense in- 
curred in the sale. The provision is a 
compromise; the intent is to fix the sum 
high enough to impose a check upon 
the unfair practice and low enough to 
avoid the charge of price-fixing. The 
provision merely puts a stop to price- 
cutting at a point sufficiently below 
total costs to deter the growth of busi- 
ness units through practices which are 
predatory. 

As yet the experience with this pro- 
vision is not conclusive. It has not re- 
vealed serious abuses and there have 
been few complaints of its operation. 
The testimony submitted at the price 
hearings establishes a presumption 
that it should be continued at least 
for another trial period. But a con- 
tinuous observation of its results is 
necessary. 

Here a general principle cannot be 
made to dispose of particular cases. 
The device of invoice-plus-a-part-of- 
labor-cost must be adapted to the con- 
crete necessities of particular industries. 
It is probable that a formula, adequate 
to the purpose and flexible enough to 
meet different sets of circumstances, 
can be contrived only through the con- 
sideration of particular cases. 
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The current provisions have struck 
at unfair price-cutting in the form in 
which it is most destructive; they have 
afforded to small enterprise a measure 
of protection; and they seem to have 
imposed no severe burden upon the 
consumer. In some instances their 
trend is toward a lowering of the gen- 
eral price-level. But the problem still 
awaits a neater solution. This surely 
is not beyond the intelligence and in- 
genuity of this organization. 

The current provisions against the 
loss leader need to be continued, 
adapted to particular industries, 
studied and, whenever necessary, re- 
vised. When introduced into a code 
the introduction should be safeguarded 
by a provision that the clause may be 
deleted if found not to be working in 
the public interest, without such de- 
letion serving to invalidate the rest of 
the code. 


COST AND PRICE 


The question of the relation of cost 
to price from the first engaged the 
attention of the NRA; it was among 
the principal subjects of discussion at 
the price hearings. In the light of 
knowledge and experience the threads 
of policy need to be brought together 
in a single comprehensive statement. 


1. THE RELATION oF Cost To PRICE 

The close relation of cost to price goes 
without saying. An expectation that 
he will recover his costs is necessary to 
induce the business man to undertake 
production; an assurance that, in gen- 
eral, prices reflect the necessary costs of 
production is essential to the satisfac- 
tion of the buyer. If over a period of 
time price is below cost, a curtailment 
of supply is expected to raise it; if it 
persists in being above, an increase in 
production is expected to bring it down. 
So long as free and fair competition 


prevails, and industries are open to all 
who care to take their chance, price and 
cost must tend to keep together. 


But what may be true in the aggre- 
gate and in the long run is not neces- 
sarily true in the individual case. The 
system of business enterprise does not 
assure cost recovery; it gives an oppor- 
tunity to win a profit and carries the 
threat of a loss. A 
business man takes 
his product to mar- 
ket; there the ex- 
penses which he 
has incurred have 
to take their 
chances with all 
the forces which 
converge in the 
market to make 
price. 

T he expression 
“supply and de- 
mand” is short- 
hand for a thousand factors—the accu- 
mulation of excessive stocks of goods, 
the development of technical processes, 
the appearance of new commodities, 
the rise or fall of purchasing power, 
the revision of ways of life—which in 
a dynamic world help to make price 
what it is. As a result, price is some- 
times above and sometimes below the 
cost of production. In fact a temporary 
disparity between prices and costs is an 
important factor in effecting industrial 
adjustment and in maintaining a 
balance within a changing industrial 
system. 


2. THE Cost Recovery THEORY 
OF PRICE 

It is not surprising that the depres- 
sion brought into prominence a cost 
recovery theory of price. The indi- 
vidual enterprise, if it is to survive, 
must maintain a margin of profit. To 
it the immediate cause of new deficits 
appeared to be the collapse of selling 
prices. It was all but self-evident that 
any device which would arrest the 
downward movement and stabilize 
price on a level higher than cost would 
prove an instrument of recovery. More- 
over, the labor provisions of the codes 
were regarded by some business men 
as justifying a demand for the recovery 








of any additional outlay through price 
protection. 

As a reflection of such views, various 
codes provided for some sort of control 
over price. The provisions varied from 
outright price-fixing to a simple pro- 
hibition of sales be- 
low the seller’s 
own costs. In 
some codes they 
were implemented 
by specific proce- 
dures for deter- 
mining cost; in 
others, cost for- 
mulas for price 
were to be submit- 
ted to the NRA for 
approval. 

The great major- 
ity of such cost pro- 
visions are unwise and unenforceable. 
In most cases the difficulty is not basic- 
ally a problem of cost, or even of price, 
but of industrial maladjustment. It 
rests upon a disparity between the ca- 
pacity of the industry to produce and 
of the market to absorb. The recovery 
ot book costs on each unit of sale can- 
not in itself restore profits or create 
prosperity. If prices are so high as to 
decrease volume, the cost formula may 
prove a boomerang to industry. 

Analysis shows little justification for 
attempting to secure a single and con- 
tinuing relation between cost and 
prices. And experience under the codes 
demonstrates that in general it is im- 
practicable to establish—either for in- 
dividual establishments or for whole 
industries—mandatory cost-floors for 
price. A pegging of prices on the basis 
of cost can neither establish economic 
justice nor restore industrial prosperity. 


3. THE UseFuLNEss oF Cost 
ACCOUNTING 


Attempts to establish a cost floor for 
prices demand a knowledge of costs. 
The limits of this knowledge—its ac- 
curacy and comprehensiveness—are 
fixed by the technique of cost account- 


ing. 

















Accounting is a necessity to business. 
It is a device by which the multifarious 
aspects of a going concern are reduced 
to simple pecuniary terms. It is in- 
valuable for presenting the state of the 
business, for comparing its condition 
at different times, and for revealing the 
problems and supplying the informa- 
tion essential to its successful operation. 
It is an aid to the individual enterprise 
in securing efficiency, in making prices, 
and in shaping market strategy. Never- 
theless, accounting is the instrument, 
n0t the dictator, of managerial policy. 

Accounting is a device, not a science. 
Its results are at best approximations. 
It rests upon definite assumptions, 
makes use of definite procedures, and 
serves definite objectives. In the con- 
struction and operation of a system of 
accounts it is impossible to exclude the 
arbitrary. 
scheme of costing—like the system of 
taxes and the law of contracts, which 
are not exempt from vagaries—becomes 
a definite factor in the formation of 
business policy. And like all arts, 
which may be practised poorly or well, 
accounting is subject to improvement. 
It does not have to be perfect to be 
useful. 

As an instrument of business man- 


When once established, a 


agement a system of cost accounting 
demands accuracy and fidelity. But its 
character, its particular entries, and its 
procedures must be determined by the 
questions it is called upon to answer. 
A concern turning out a single article 
and another many products, a competi- 
tive establishment and a public utility, 
must employ different methods of cost- 
ing. Cost accounting is a device whose 
test is its practical usefulness. 

A costing-system and a cost-formula- 
for-price are quite different things. A 
costing-system furnishes the informa- 
tion by which an individual enterprise 
can be accommodated to the business 
competition it has to meet. A cost- 
formula-for-price would attempt to de- 
termine the cash-terms in the bargain 
of sale. The former is the affair of the 
seller; the latter is of concern to both 
the parties. 
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4. SALES BeLow Inpivipua Costs 


A number of codes provide some type 
vf prohibition against sales below the 
seller’s individual costs. The operation 
of such a provision necessitates the es- 
tablishment of costing systems for the 
single concern, and success depends 
upon accurate information about in- 
dividual costs. 

For even the single concern the estab- 
lishment of a costing system is beset 
with difficulties. If, as refined sugar, a 
concern turns out a single product, by 
a standardized process, at a uniform 
rate, it is not difficult to set up an ade- 
But where 
overhead is large and the volume varies, 


quate system of costing. 


the costs depend upon the amount sold, 
and in many instances, cannot be deter- 
mined in advance. If there are joint or 
multiple products, the distribution of 
common expenses is beset with difh- 
culty. Under many conditions the al- 
location of costs is at best an approxi- 
mation; sometimes a highly arbitrary 
procedure. In addition the quality of 
the article, the service rendered, and the 
terms,of sale add their complications to 
the problem. 

The administration of the prohibi- 
tion against selling below costs is beset 
with difficulties. The standards of “his 
own costs,” by which the offender’s 
prices are to be judged, is an uncertain 
one. In its application this standard 
must be broken down into detailed 
standards for each of the costs which 
goes to make up the total. It is likewise 
necessary to examine, not only the cash 
price, but also the quality of the article 
and the terms of the bargain before a 
judgment can be made that a sale was 
below the seller’s own cost. 

The administration of necessary ex- 
ceptions to such a prehibition is also 
difficult. 
waived to allow distressed goods to be 


The general rule must be 


moved, and it is not easy to fence off 
such terms with definite limits. It is 
imperative that the seller be permitted 
to sell below his own costs to meet com- 
petition. But competition is an evasive 
thing; with wide variations in con- 
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sumers’ values, quality, and terms of 
sale, competition cannot be measured 
by price alone. It is all but impossible 
to discover and condemn the cash price 
which meets the competition of a dis- 
similar article sold on different terms. 

Moreover, if exceptions are allowed 
to meet competition, the trend is 
towards a price for an article fixed by 
the costs of the efficient producer. As 
this trend comes to be realized, the pro- 
hibition against selling below one’s 
own costs is nullified. 


5. THE Price-FLoor For AN ENTIRE 
INDUSTRY 

But even greater difficulties attend 
the attempt at the administration of a 
cost-formula-for-price for a commodity 
or an industry. 

If all the units within an industry 
were alike in size, in products, in tech- 
nical processes, in internal organiza- 
tion, and in methods of merchandising, 
many of the difficulties of the uniform 
determination of costs might be elimi- 
nated. But in every industry some or 
all of these factors vary widely. One 
unit turns out a single article, another 
a multiple product; one operates at a 
single stage, another is an integration 
of processes; one employs hand labor, 
another is highly mechanized; one has 
obsolete equipment, another is up-to- 
date. 

Moreover, variation in such intan- 
gibles as quality, guarantees, and the 
reputation of the seller can be taken 
care of only through a system of dif- 
ferentials. Quality does not rise or fall 
in strict proportion to cost, and “con- 
sumer acceptance” depends upon a 
variety of things. In detail the variety 
is so wide that the determination of a 
single cost applicable to every competi- 
tor becomes unrealistic. In instances 
in which profit and loss turn upon a 
narrow margin, and items such as 
investment and depreciation must be 
stated with precision, uniformity in 
costs and prices must be at the expense 
of accuracy and relevance. 

A cost-floor for price is too crude a 
device to serve an industry in meeting 
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the changing course of events. The 
cost formula must be waived to allow 
new products to be introduced, new 
markets to be opened, and an escape to 
be found from over-production. Ob- 
stacles must not be thrown in the way 
of the betterment of technology or the 
improvement of systems of merchan- 
dising. The cost formula tends to 
freeze what should be kept flexible. 
Nor has any common opinion devel- 
oped as to where the floor should be 
placed—in terms of the cost of the most 
efficient, the general average, a hypo- 
thetical establishment of reasonable 
efficiency, or the least wasteful, which 
should be allowed to live. 

A cost-formula-for-price cannot be 
adequately administered. Like the rule 
of no sales below individual costs, it 
must have its exceptions. Into every 
case, facts about such evasive items as 
costs, quantities, qualities, terms of 
sale, competitive products, and cash 
prices must be brought. It is so diffi- 
cult to secure evidence of violation, to 
set up standards for judgment, to trans- 
late facts into legal evidence, and to 
obtain conviction that administration 
is beset with frustration and delay. If 
a few members of an industry persist 
in violation, the competitive pressure 
will force others quickly to foliow. In 
matters like this the will of the minority 
may prevail; and in the end the whole 
industry may be in violation. In fact, 
the problem of enforcement becomes 
all but impossible. 


6. THe DirricuLtres oF PRIcE 

But if the cost term of the cost-into- 
price formula has its difficulties, the 
price term is not free from perplexities. 

The price of an article is not always 
easy to identify: 

An article may have one price or 
many. A package of an advertised 


brand of chewing gum may sell every- 
where for a nickel; a bottle of a well- 
known antiseptic may have almost as 
many prices as there are drug stores 
selling it. In an open market the price 
of a staple commodity—such as wheat, 
copper, or coffee—varies from moment 


to moment. In the case of unstandard- 
ized goods the variation is wide and 
persistent. And where the usage of a 
single price for all units of an article 
does not prevail, an inequality of bar- 
gaining power among purchasers of 
the article makes for a miscellany of 
prices. 

A price is not just a price, but a price 
of something. It implies a fixed quan- 
tity of a specific article, of a definite 
quality. Such identification may be 
fairly easy, as in the case of a nationally 
advertised brand of cigarettes. But 
more often precise identification is next 
to impossible because of the infinite 





variety which articles may take in qual- 
ity as, for instance, canned goods; in 
quantity—a bar of chocolate candy; or 
in both—soap. If a price is established 
without precise identification of the 
article to which it applies, it may lead 
to changes, for better or for worse, in 
quantity, in quality, or in the character 
of the article. For example, the manu- 
facturer of a certain size of children’s 
dresses may, without changing his 
price, sew the seams less securely and 
shorten the hem. It is obvious that the 
difficulties of identification are much 
greater for a whole industry than with- 
in a single establishment. 

The price is the heart of the bargain, 
but it is only one of the terms of sale. 
A variation in any of these numerous 
terms or conditions is a variation in 
price. The price of an automobile is a 
complex of the money figure, credit 
terms, guarantees, trade-ins, discounts 





and other similar items. Yet if an at- 
tempt is made to limit or control the 
cash element, competition is likely to 
shift to other aspects of the bargain, and 
may produce an excessive competition 
in the field of credit terms, advertising 
allowances, or the giving of premiums 
or service. 

A price does not stand alone. It is 
inseparably interlinked with a multi- 
tude of other prices. The need for 
keeping its interrelations fluid forbids 
a price—except for imperative reasons 
—to be frozen into so inflexible a form 
as a cost formula. In a program of re- 
covery a flexible price is a valuable in- 
strument in the correction of industrial 
maladjustment. 

An attempt to fix a price on the basis 
of cost alone—and in disregard of the 
many other relationships into which it 
enters—may prove a disturbance to in- 
dustrial order. 

The price of an article holds a stra- 
tegic place. It is the center of a com- 
petitive struggle between rival firms. 
It determines the maximum costs— 
which involve prices of other products 
—which may be safely incurred in its 
production. It is the link by which a 
commodity is bound to other com- 
modities in a great competitive econ- 
omy. It isa dominant condition of the 
competition of industries for raw ma- 
terials and for markets for finished 
products. A price of a commodity is 
affected with an interest to an industry, 
to the industrial system, and to the gen- 
eral public as well. A cost-formula-for- 
price is too elementary to take account 
of such a network of interrelation- 
ships. 


47. THE Limits oF Cost-intTo-PRICE 
PRovIsIONS 


It must, for such reasons, be recog- 
nized that a mandatory system of cost- 
ing can seldom be approved. The gen- 
eral statement of price policy for NRA 
involves a general presumption against 
direct price-fixing. This analysis of the 
relation of cost to price strengthens this 
commitment. The use of such a cost 
formula may be allowed in the in- 




















stas.ces covered in the policy statements 
on Loss Leaders under the conditions 
therein set forth. In other instances 
the necessity for its use and its practi- 
cality must be established beyond rea- 
sonable doubt. 


8. Tue Business Usts or Cost 
SYSTEMS 


The attitude of the NRA to the cost 
systems which have been submitted by 
various industries is clear. If designed 
as formulas for price the great mass of 
them must be disapproved. If intended 
—in the exceptional case, such as coal 
or textiles—to furnish information for 
public control, they must secure official 
approval. If their objective is only to 
provide managerial statistics and they 
are submitted by code authorities and 
code funds are to be used in their ad- 
ministration, they still require official 
approval. If systems to provide mana- 
gerial statistics have been contrived by 
trade associations, and no code funds 
are to be expended in their administra- 
tion, they lie without the province of 
the NRA. 

If cost systems are denied approval 
as formulas for price it does not at all 
follow that they are to be abandoned 
by the industries. As managerial sta- 
tistics some cost systems are now, and 
many more of them on revision, will 
become useful instruments in the con- 
duct of business. 

One of the dominant objectives of 
the NRA is the creation of conditions 
of fair competition. Its realization 
necessitates the elimination from the 
market, where prices are made, of fac- 
tors which do not reflect the underlying 
industrial conditions. The lack of ac- 
curate knowledge by business men of 
the elements on which their costs and 
prices depend is a factor which works 
against the orderly operation of the in- 
dustrial system. The intelligent manu- 
facturer or merchant suffers from the 
ill-considered and inadequately in- 
formed policies of his competitor. The 
formulation, the improvement, and the 
extension of approved systems of cost- 
ing need encouragement. 


A system of costing is more useful, if 
it permits comparisons between busi- 
ness units within an industry. It is 
assumed by many that an identity in 
form would ideally serve the purpose; 
but differences between firms in pur- 
poses, practices, processes, and products 
would make comparisons revealed by 
such an identical system quite mislead- 
ing. The result appears to be exact 
facts; but certainty and precision is 
often a product rather of the form than 
of the content. Yet a standardized 
practice that can be effectively adapted 
to the distinctive requirements of busi- 
ness units is desirable and should be 
attempted where it seems likely to be 
really attainable. 

At best a mandatory costing system 
must be limited to industries in which 
a general uniformity of conditions can 
be approximated. In instances where 
a whole industry desires a uniform sys- 
tem, where processes and products are 
identical, and where there are no seri- 
ous obstacles to its operation, manda- 
tory costing will be given an oppor- 





tunity to make out its case. In 
industries, such as coal and textiles, 
where unusual privileges have been 
given or unusual forms of control estab- 
lished, cost records may be a necessary 
adjunct to the formulation of indus- 
trial policy. In any event it must be 
recognized that elaborate systems of 
costing are expensive; they are a bur- 
den which small enterprises cannot 
afford. 


But even if mandatory costing sys- 


[18] 


tems be permitted, they are not neces- 
sarily to be used for price-making pur- 
poses. They may serve for the gather- 
ing of the information essential to 
sound business judgment and to proper 
public guidance in other matters con- 
cerned with policy such as, for example, 
production control. 

At the voluntary request of any in- 
dustry, the NRA stands ready to co- 
operate in devising and promoting 
costing systems suited to its distinctive 
requirements. An improvement in the 
art of accounting, a better recognition 
of its instrumental character, and a 
nicer adaptation of costing to distinc- 
tive types of industries and of enter- 
prises is a necessary contribution to the 
cause of industrial order. 


g. THE OsjecTives oF Poticy 


Accounting is a device. Its character 
depends upon the uses to which it is 
put. It varies as it is employed to sup- 
ply the business man with managerial 
statistics, to furnish to an industry the 
data essential to guide its policies, or to 
provide a price-floor for an industry. 

In all except the unusual case a cost- 
formula-for-price must be ‘disallowed. 
A mandatory costing system for an in- 
dustry—for other than price-making 
purposes—may be approved it its neces- 
sity and practicability are established 
beyond reasonable doubt. A voluntary 
system of costing—for an individual 
establishment or for an entire industry 
—is indispensable to the business man. 
It should furnish him in a convenient 
form the data which he requires for 
sound judgment on policies and for the 
accommodation of his enterprise to 
changing conditions. It should be an 
indispensable device in the cause of 
economy and efficiency. Voluntary sys- 
tems are a matter within the control of 
the parties; but, whenever called up, 
the NRA is willing to co-operate in 
their establishment. 

The NRA stands ready to help in 
the advancement of the art of ac- 
counting—as a means towards the 
realization of a free, fair, and informed 
competition. 
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BUSINESS QUIZ IV-— for travellers 





HIS time it’s a quiz for business men who 

get around the country quite a bit. Do you 
remember, for example, in what city it was that 
you strolled down Peachtree Street or stayed 
overnight at the Brown Palace? How many 
holes of golf could you have played without 
playing any one of them twice the last time 
you were in White Sulphur Springs? 

If any type of business man has an advantage 
perhaps it is the sales executive, but evidently 
mere proximity to one is no great help. We 
know a director of sales research who scored 
only 44; on the other hand a lawyer friend of 
ours chalked up a 76, an advertising man 63. 
Other scores indicate that 40-60 is fair; 60-80, 
good; 80-100, suspect. The scoring scheme is 
one point for each of the twenty questions on 
this page, four points for each of the twenty 
which follow. Answers on page 47. 

Readers who make a perfect score—10o—will 
be rewarded with a suitably engraved Certifi- 
cate of Distinction signed by the editor, the 
artist, and the office boy, if they submit appro- 
priate testimony, with witnesses. 
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18, 
19. 


20. 


City 


DECORATIONS BY CLARENCE SWITZER 


Hore 


(Enter the correct letter for the street or hotel 
opposite the proper city.) 


Atlanta 
Atlantic City 
Boston 
Chicago 
Cincinnati 
Cleveland 
Dallas 
Denver 
Detroit 

Los Angeles 
Minneapolis 
Milwaukee 
New Orleans 
New York 
Philadelphia 
Pittsburgh 
San Francisco 
Santa Fe 
Seattle 
Washington 


. 


PAeDTOmmMOORS 
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Adolphus 

Brown Palace 

Fort Shelby 

La Fonda 

Mark Hopkins 

Mayflower 

Netherland Plaza 

Nicollet 

Olympia 

Pfister 

William Penn 
STREET 

Beacon Street 

Boardwalk 

Chestnut Street 

Euclid Avenue 

Michigan Boulevard 

Peachtree Street 

Rampart Street 

Riverside Drive 

Wilshire Boulevard 























The city which is approached through the Mot- 
fat Tunnel about 30 miles away is 


CL] A. Denver 

CL] B. Salt Lake City 
L] C. Sacramento 

CL] D. Spokane 


The hotel in the United States with the largest 
number of rooms is the 

[] A. New Yorker 

CL] B. Pennsylvania 
[] C. Stevens 

[] D. Miami-Biltmore 


The New Orleans Mardi-gras comes before 
CL] A. Lent 

[] B. Easter 

L) C. New Year’s Day 

[] D. Thanksgiving Day 


The See and Bee is the name of a 


C] A. Great Lakes boat 

LJ B. Greyhound bus 

[] C. Southern Pacific train 
OD. TWA plane 
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The run from New York to Bermuda is about 


OD A. 
ir 
eee 
LC) D. 


650 miles 

750 miles 

850 miles 
1,000 miles | 


21. The name Fred Harvey suggests 26. 
[1] A. Yellowstone National Park 
[]) B. New York World’s Fair 
[] C. Hotels and restaurants 
[] D. Streamlined trains 
a 
27. 
a: 28. 
22. Pluto Water originates at ; 
L] A. Poland Springs 
CL] B. White Sulphur Springs 
CL) C. French Lick Springs 
C] D. Palm Springs 
: . ; - 29. 
23. A round-trip by air gets you a reduction ot 
| : ) § ) 
| OA. o 
CL) B. to per cent 
| L) C. 20 per cent 
[LJ D. 50 per cent 
24. When it’s 4:00 o'clock in New York City, in 
San Francisco it is 
[] A. 1:00 o'clock 
[] B. 2:00 o'clock 
[L] C. 7:00 o'clock 
| [] D. 8:00 o'clock 
| 
| 
25. You are most likely to see a Big Ten football 
game at 30. 
[] A. Cleveland 
[] B. Columbus 
[] C. Detroit 
[] D. Toledo 
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31. The city in which there is combined in one 30. 
building a railroad station and an athletic arena 
is 
CJ A. Boston 
(1 B. Portland, Ore. 
CJ C. Tulsa 
1 D. Dallas 


32. The Post-Dispatch is a newspaper in 


[1 A. Kansas City 
[] B. St. Louis 
[1] C. Denver 

[] D. Memphis 


The eastbound and westbound Twentieth Cen- 


33: 
tury Limiteds pass each other near 37: 
CJ) A. Cleveland 
C1) B. Erie 
[J C. Buffalo 
0 D. Rochester 
34. The Parmelee Company is active in 
38 
RS 


1 A. Chicago transfer service 
C) B. Selling candy in trains 
[) C. Printing railroad tickets 
[] D. Running station newsstands 








35. Sun Valley is reached by 40. 


C] A. Northern Pacific 
[] B. Union Pacific 

ic ahee 
OD. 


Canadian Pacific 


Ss gs ge 39. 





A roomette is Pullman space where 


L] A. Berth pulls down from wall 

B. Bed is crossways on the train 

C. Single bedrooms are on two different 
levels 

D. For women only 


LC] 
CJ 
oO 











At White Sulphur Springs, Va., the number of 
holes of golf available is 


ET UA 28 
CL) B. 36 
Ua ¢ 
C1 D. 54 


Santa Fe is located on 


[] A. Mainline of Southern Pacific 
im Mainline of Southern Railroad 
L] C. Mainline of Santa Fe Railroad 
C] D. 


On no main line 


UO 


The scheduled air-time from Washington to 
New York is 


C) A. 1 hour 
[] B. 1 hour and 20 minutes 
[11 C. 1 hour and 4o minutes 
[] D. 2 hours 


All railroads use the same station in 


[] A. Chicago 

. St. Louis 

. Washington 
Los Angeles 


OOO 
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MACHINE WRECKING: Anqgent Panacea 


N important company—let’s call 

it the Amalgamated What’s-It 
Company—installs a new what’s-it mill 
which wil turn out a finished product 
better, faster, and cheaper than the 
equipment it displaces. To operate the 
new mill, four hundred fewer men are 
needed. Managers, stockholders, con- 
sumers and economists nod their heads 
in satisfaction. Capital outlay has 
stimulated the heavy industries, Amal- 
gamated saves on its labor bill, and 
users get cheaper what’s-its. Further- 
more, the community gets four hun- 
dred additional men who may be put 
to work at other enterprises—perhaps 
making new things to be purchased 
with the money saved by the lower 
what’s-it prices. So goes the theory, at 
any rate. But Steve Ko- 
walczky, one of the four 
hundred men displaced, 
does not nod his head in 
satisfaction. Asa matter of 
fact, if the truth must be 
told, Steve is pretty hot un- 
der the collar. 

In the first place, Amal- 
gamated may not reduce 
the price of what’s-its, and 
if it profits to any extent 
from the new mill, the 
stockholders may not 
choose to spend their in- 
creased dividends in ways 
which will put Steve back 
to work. In the second 
place, there are already sev- 
eral million people out of 
work who do not seem to 
have been re-employed in 
the recent past when ma- 
chines displaced them. 
Finally, even supposing 
some new product were 
made and purchased by the 
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money saved on the cheaper what’s-its 
and that there were not already an army 
of workers waiting for the job of mak- 
ing the new items—two suppositions 
which Steve, strongly realistic by na- 
ture, finds difficult to consider—the 
facts remain that although Steve knows 
how to handle the what’s-its he can do 
little else and that he has no desire to 
learn a new trade, move to a new loca- 
tion, or start all over again. 


No Consolation 
In any circumstances, then, it is difh- 
cult for Steve to remain objective, no 
matter how pretty the proof of the im- 
possibility of permanent technological 
unemployment. Steve Kowalczky is 
out of work; a machine has taken his 


In 1859 cigar rollers and fillers looked with apprehension 
upon the Prentiss Machine for Making Cigars, which turned 
out ten cigars in a minute, fourteen under pressure. 
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place. Since in this age of company 
police, wire fences and grand juries, 
direct action is scarcely feasible, Steve 
seldom does what he would like to do, 
namely take some dynamite and de- 
stroy the mill. Instead, he probably 
rounds up his three hundred and 
ninety-nine colleagues, as well as the 
hard-hit local merchants, and begs the 
district congressmen for action. 

In either of these programs—smash- 
ing the machine himself, or getting the 
Government to do it for him—the 
machine-displaced worker is following 
a precedent hoary with age. Steve’s 
brain-flash to wreck the plant, WPA 
workers’ resolves to bar the steam- 
shovel, and the Southern big-wigs’ 
motion to ban the cotton-picker are 
tactics almost as old as in- 
dustrial machinery itself. 

As early as 1376 workers 
in the cap making trade in 
England raised violent ob- 
jection to the use of fulling- 
mills and pushed their agi- 
tation to the point where 
the use of such mills was 
forbidden by Parliamentary 
statute in 1483. 

In the Sixteenth Century, 
no doubt in response to con- 
siderable pressure, Edward 
VI, by proclamation, en- 
joined the use of gig-mills, 
mechanical devices for rais- 
ing the nap on cloth. This 
prohibition was apparently 
more honored in the breach 
than by observance, for in 
1633 Charles I found it 
necessary to renew the ban, 
on the complaint of the 
London Cloakmakers 
Guild. Despite the fact that 
they were highly illegal, 




















the mills remained 
in use in parts of 
England until in 
1802 workers in 
Wiltshire rioted 
against the intro- 
duction of an im- 
proved type of the 
same equipment. 
Parliament investi- 
gated, found the 
gig-mill substan- 
tially the same as 
that prohibited in 
Tudor times, and 
yet refused to en- 
force the ancient 
prohibition when 
convinced that the 
mill produced bet- 
ter work than that 
done by hand. ! 

Although textile y fi: 
machinery has tra- 
ditionally come in 
for the most objec- 
tion, injunctions in 
the interest of the 
hand-laborer 





against other me- 
chanical devices 
are to be found at 
early dates. James 
I, in 1622, forbade 





the use of a ma- 
chine which made 
needles. Ten years 
later Charles I prohibited brass buckles 
because “Those who cast brasse buckles 
can make more in one day than ten 
of those who make iron buckles can 
do.” 

Even more drastic measures took 
place on the Continent. It is reported 
that about the year 1579 an inventor 
in the Free City of Danzig perfected 
an improvement on a weaving device 
so that, instead of a single strand, 
several breadths of ribbon could be 
turned out. Hearing this, the fearful 
city council members took the luckless 
inventor on the Renaissance counter- 
part of a “ride.” One dark night 
the mechanical genius out of 
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Many technical improvements in textile production, such as Arkwright’s 
spinning machine, lower lejt, were opposed bitterly for scores of years. 


the city and quietly strangled him. 

Denis Papin, the famous French 
physicist, made some fantastic but pro- 
phetic ventures into steam navigation. 
In 1707 he attempted to sail from Cassel 
to the mouth of the Weser River in an 
ingenious paddle-wheel propelled ves- 
sel of his construction. All went well 
until he reached the juncture of the 
Fulda and Weser Rivers, where he was 
spied by the boatmen on the latter. 
Their reaction, it would seem, took the 
form of a farsighted question, “If a boat 
can be propelled by its own power, or 
at least by its own crew, whence will 
come bread and butter for us huskies 
who are accustomed to pull the ves- 


sels along their 


course?” Inan- 
swer, they com- 
pletely demolished 
Papin’s ark. 

The history of 
the development 
of textile machin- 
ery is replete with 
examples of the 
most savage resis- 
tance. John Kay 
was forced to lead 
a practically peri- 
patetic life by rea- 
son of his inven- 
tions. The weavers 
of Spitalfields and 
Colchester drove 
him out of the lat- 
ter town in 1738 
on account of the 
labor - displacing 
shuttle which he 
developed. In 1745 
he was driven from 
Leeds, his power 
loom having in- 
voked the displeas- 
ure not only of 
the workers, but of 
competing manu- 
facturers. (From 
that time on, it is 
interesting to note, 
many small manu- 
facturers made 
common cause with the workers 
against technological innovations.) 
Finally, in 1753, Kay escaped from 
Bury with his life only because two 
friends wrapped him in a_ woolen 
blanket and hustled him out of town 
before the enraged citizenry could 
demonstrate their opinion of him and 
his jenny. 

Hargreave’s jenny was smashed to 
bits by an infuriated mob in 1767, while 
Cartwright experienced much difficulty 
with his workers on attempting to 
introduce a power loom in the last 
decade of the Eighteenth Century. 

Nowhere was there taken such a de- 
termined stand against labor-saving 
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machinery—deemed to be the torerun- 
ner of the workers’ destruction, making 
him useless, superfluous and eventually 
driving him out—as in the industrial 
districts in the north of England. In 
the Yorkshire area antagonism to tech- 
nical developments was especially 
marked. Introduction of machinery 
for finishing cloth was fiercely and 
successfully resisted in Yorkshire as 
early as 1780. By the turn of the cen- 
tury shearing frames—simple devices 
which cut cloth while the operator 
merely placed the material in position 
—were the subject of riots in Wiltshire 
and Somerset. Introduced into 
Gloucestershire, their operation was re- 
stricted in other counties. The shearers, 
or “Croppers,” stated that if Parliament 
would not grant them their rights, they 
would grant them themselves, and 
boasted that until 1812 few were the 
individuals who dared use shearing- 
frames in the north of England. Here 
again the Croppers were supported by 
small entrepreneurs who had no liking 
for the installation of expensive ma- 
chinery. 

Apparently the resistance met by the 
shearing frames had been experienced 





by other types of machinery. When 
employers finally brought a bill before 
Parliament punishing with death any- 
one who should break into a factory 
and destroy such frames, it was noted 
in the House of Lords that this was no 
more protection than had already been 
accorded all other machinery. 


Dark Days 


In the early years of the Nineteenth 
Century a series of disastrous events led 
to dark days in the English textile 
regions. Unrest culminated in the Lud- 
dite riots, breaking out intermittently 
over a period of several years, and 
reaching their greatest intensity in the 
Winter of 1811-1812. According to Dr. 
F. O. Darvall, who has recently con- 
tributed a scholarly volume on the sub- 
ject, the disturbances took their name 
from that of a stockinger’s apprentice, 
a certain Ned Ludlam, who, in a fit of 
rage, smashed his frames to pieces with 
a hammer. The riots resulted in up- 
wards of £100,000 damage to machin- 
ery and property, although, as Dr. Dar- 


An idealized view of “The First Cotton 
Gin” as it might have been used in 
1793, when Southern big-wigs frowned. 





vall points out, the machines were de- 
stroyed, for the most part, as a means 
of forcing employers to terms, and not 
out of apprehension to the machine 
per se. 

But the Yorkshire wing of the Lud- 
dites used the occasion to go after the 
machines as such, and to eliminate 
them from the picture. In the British 
Home Office papers is a letter to a 
manufacturer of Huddersfield which 
typifies the spirit of the movement. It 
is signed “By the General Army of the 
Redressers, Ned Ludd, Clerk” and be- 
gins, 

Sir: 

Information has just been given that 
you are a holder of those detestable 
Shearing Frames, and I was desired 
by my men to write to you and give you 
fair warning to pull them down. . 
You will take notice that if they are 
not taken down by the end of next 
week I shall attach one of my Lieu- 
tenants with at least 300 men to destroy 
them, and furthermore take notice that 
if you give us the trouble of coming so 
far we will increase your misfortunes 
by burning your Buildings down to 

(Continued on page 45) 
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Republicans gain in elections. . . . 1939 automobiles make formal début. . 
treaties signed by United States with Britain and Canada. 
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.. Trade 


. . Nazi persecutions 


and threatened general strike in France are most disturbing items of foreign news. 


Mitk and ice cream companics in Chicago area charged with 
violation of Sherman Anti-Trust Act. 


GERMAN and Italian mediators award 4,000 square miles of 
Czechoslovakia to Hungary. 


Japan holds Nine-Power Pact obsolete. 


RAILROADs announce abandonment of wage cut. Roosevelt reveals 
plan for national defense survey. Secretary Hull stresses United 
States support of Nine-Power Pact. 


GovERNMENT drops anti-trust suit against Ford and Chrysler with 
filing of consent decrees; will continue action against General 
Motors. Polish youth shoots Third Secretary of German Embassy 
in’ Parts. 


ELections give Republicans wide gains in nation. King Goorge 


accepts invitation. to visit United States. 


Srocks spurt in post-election rally. 


Nazis smash, loot, and burn Jewish property in Reich. 


Armistice Day. Ladies’ Garment Workers secede from CIO. 


WASHINGTON summons ambassador from Germany. — Fifteen 


power companies challenge TVA powers in Supreme Court ap- 
peal. 
establish minimum annual income, effective January, 1939. 
opens investigation of radio industry. 


General Motors announces new “income security plan” to 
FCC 


15 


16 
17 


18 


2 


22 


ao 
24 


25 
30 


PRESIDENT announces Cummings will retire as Attorney-General 
in January; resignation of James Roosevelt as White House secre- 


tary. 
' 


ANGLO-ITALIAN accord put into cffect; conquest of Ethiopia recog- 
nized. 


Unirep SraTEs signs reciprocal trade agreements with Britain and 
Canada. 


PRESIDENT names advisory board to study Government spending 
policies. John L. Lewis elected first constitutional head of Con 
gress of Industrial Organizations. Germany recalls envoy to 
United States. 


Supreme Court upholds right of patent holder to limit its use: 
grants NLRB appeal in Fansteel “sit-down” strike case. Senat 
committee opens profit-sharing study. 


RoosEVELT halts PWA aid to Georgia for failure to work with 
Government. French Labor Confederation decides on nationa 
strike. 


CHAMBERLAIN and Halifax confer with French leaders in Paris 
France and Germany conclude non-aggression pact. 


Cotp, snow, and sleet usher in Thanksgiving holiday. 


Pounp and france fall. 
official quotation since Napoleonic period. 


Price of gold in London reaches highest 


DatapiErR defeats general walkout by use of troops. Italian depu- 
ties demand French areas in presence of French envoy. 





THE TREND OF BUSINESS 


PRODUCTION 


“SOLS = Gt. 


TRADI . FINANCE 


The cautious and conservative attitude of business men 
toward the probability of continued heavy gains in trade 
and industry seems to be confirmed in the business picture. 


November saw substantial increases in activity. 


In early 


December there were some signs of a levelling tendency. 


HILE prospects for sustained 

activity in major industries— 
steel, motors, construction—are gener- 
ally considered good, such factors as the 
slack demand for raw materials and 
plans for curtailment in the cotton tex- 
tile field are being seized upon as evi- 
dence of a temporary setback in the ad- 
vance, despite the fact that no definite 
downturn in activity has as yet been 

Industrial Production 


Federal Keserve Board Adjusted Index 
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1935 1936 1937 1938 
lanuary go 97 \y 114 80 
February go 4 1 79 
March 88 93 JF 118 79 
April 86 a 118 97 
May 8 A gh 118 76 
lune A of 114 77 
July 114 83, 
August “, 108 117 8 
September g! 109 Hi bh 
October 95 110 102 ie GO 
November 96 114 88 103 
December 101 121 84 
DUN ’ §S R E V 


evidenced. The month of November, 
it must be noted, was characterized by 
strong gains, but conditions in early 
December have been variously termed 
a “leveling off,” a “flattening out,” or 
“a pause in the recovery.” 

As usual, it was not difficult to hold 
various circumstances accountable for 
the existing state of affairs: (1) the war 
scare and its unsettling effect; or (2) 
over-optimism engendered by the 
“Munich peace” and’ the November 
elections; (3) labor troubles; (4) year- 
end inventory taking, with its accom- 
panying lull in industry; (5) the nat- 
ural reaction after a few months of 
cyclical recovery. 

During November, however, the 
business barometers continued to move 
upward. Industrial production was in- 
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dexed at more than 103, atter a steady 
expansion from the level of 77 in June. 

Important in the rise was steel ingot 
output, which exceeded October’s pro- 
duction for only the eighth time in 
twenty years; November output was 
scheduled at 61 per cent of capacity, 
compared with 53 per cent in October, 
topping last year’s comparative for the 
first time. Pig iron production also 
showed a substantial rise of 14.3 per 
cent over October, as six more furnaces 
Early December steel 
ingot production receded from the No- 


were lighted. 


vember peak, but remained around 60 
per cent of capacity. 

Contributing to the sustained activity 
in steel was the automotive industry, 
which continued to extend its oper- 
ations and passed the 100,000 units out- 
put mark in December for the first 
time since August, 1937. Structural 


Factory Payrolls 


U.S.B.L.S. Index * 
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February 72.0 76.6 99.7 76.9 
March 74:3 80.3 105.5 77.1 
April 94:4 82.3 i 74.6 
May 91.7 83.9 4 J09.7 | 72.9 
June 69.9 84.1 f ‘107.0 % 70.8 
July 69.1 83.4 £] 104.6 © 70.6 
August 74.0 aap? 108.2 ' 76.8 
September 76.7 gi ».9 104.4 80.72" 
October 44 "92.5 104.5 x 
November Pes 94.0 92.9 eat 
December 80. 98.8 84.2 
* Revised Series. + Preliminary. 

7 7 : 
NUAR 1 9 39 











steel awards were also sharply higher 
for November, and railroads placed 
orders for steel rails and for freight-car 
plates. Machine tool orders were off 
slightly, about 5 per cent lower than 
for October. 

As further evidence of the participa- 
tion of capital goods in the November 
rise, the construction industries showed 
unexpected strength. November build- 
ing, due to the sharp rise in public 
projects, was the highest since 1929, 
although the volume of major engi- 
neering construction awards decreased 
8 per cent from the high October level. 

Consumers’ goods manufacturers 
stepped up production to meet in- 
creased demand, in line with the gen- 
eral November improvement. Woolen 
mills increased output as cold weather 
brought in hurry calls for overcoatings, 
ski clothes, and other Winter items— 
most mills manufacturing men’s and 
women’s wear were switching to 
Spring lines. Silk deliveries amounted 
to 41,599 bales in November, 17 per cent 
above the October volume at 35,631 


Department Store Sales 


Federal Reserve Board Adjusied Index 
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bales. Rayon yarn deliveries were more 
than double those for November of last 
year. Hosiery shipments were at record 
high levels during the month of No- 
vember, and shoe production during 
October showed a gain of 18.6 per cent 
over the like 1937 month. 

The purchasing power of consumers, 
as indicated by factory earnings, in- 
creased as production rose. During 
October, weekly earnings of factory 
workers in 25 industries (NICB) ad- 
vanced 41 cents over the preceding 
month’s jevel. The factory payrolls 
index (BLS preliminary) rose from 


$3.7 in October to 84.1 in November. 

Reflecting the improvement in con- 
sumer incomes were the gains made by 
retail trade during November. The 
seasonally adjusted index of depart- 
ment store sales rose from 84 in October 
to 88, and the dollar volume of sales 
was only 3 per cent lower than a year 
ago. Sales of new passenger cars ap- 
proximated those of last year. Rural 
sales increased 1 per cent over last 
November. 

In December, shopping crowds were 
large as the holidays approached, but 
retail executives indicated that the vol- 
ume of sales did not keep pace with 
the number of shoppers, as interest cen- 
tered on the less expensive merchan- 


Wholesale Commodity Prices 


U.S.B.L.S. Index—-1926 = too 























Sept. Oct. Nov. Dec. 
Week 1938 1938 1938 1938 
I 77.8 78.0 77:3 77-4 
I 77-9 77.8 77-4 77-4 
Hl aS 76.7 
IV 98.4 
id ‘\ 
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dise. The month opened with the 
physical volume of food buying run- 
ning ahead of last year, while prices 
were reported 5 to 7 per cent lower. 
House furnishings and women’s ap- 
parel also showed price declines. The 
United States toy trade benefited from 
unsettled conditions abroad, as foreign 
factories devoted their activities to mu- 
nition manufacturing. 

Wholesale clothing markets were ac- 
tive as stores sought to replenish sup- 
plies of garments which had been re- 
duced by heavy sales to consumers. 
Men’s wear orders were coming in 
during the first part of December for 
Spring suitings to be delivered in Feb- 
ruary and March. Commodity prices 
rose during November, but were taper- 
ing off somewhat during the first two 
weeks of December. The improve- 
ment in production and distribution 
during November contributed to a 
larger-than-expected freight movement 
during the month. The adjusted index 





ot treight-car loadings rose from 68 to 
6g, and the income of Class I railroads 
was above that of last November. 

In the financial field, November re- 
The volume of 


ports were mixed. 
security transactions was considerably 
below the high level of October, and 
stock prices, after the short and sharp 
post-election rally, tended downward 
into December. 


Industrial Stock Prices 
Dow-Jones Index (Weekly Avevage) 





Sept. Oct. Nov. Dee. 
Week 1938 1938 1938 
I 139.47 kien 
Il 149.99 157.22 147.98 
Ill 135. 150.97 152.48 150.52 
IV 136.04 151.79 149.65 
Vv 152.59 

















New capital flotations by domestic 
corporations during November drop- 
ped off considerably from the October 
level. Public utility borrowing in- 
creased, while industrial borrowing de- 
clined in greater proportions, thus ac- 
counting for a net loss. State and 
municipal financing in November ag- 
gregated $166,011,461, as compared 
with $50,587,167 in November, 1937. 
This was the largest November figure 
for any year since 1929, and many 
bonds issued in connection with PWA 
projects were included in the total. 

Bank debits likewise were consider- 
ably less than in October, and were 
about $3,000,006 below last November. 
Commercial, industrial, and agricul- 
tural loans were made in about the 
same volume as in October. 

Excess reserves of member banks in 
the Federal Reserve System made a 
new record at $3,350,000,000 during the 
week of November 26, and since that 
time they have continued to increase. 
The inflow of gold from abroad con- 
tinues to be the chief cause of the 
mounting excess reserves, despite the 
fact that gold imports during Novem- 
ber were less than one-third of the 
October volume; Treasury expendi- 
tures of previously accumulated funds 


were also a factor. 
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TRADE INDEX ADVANCES SHARPLY 


The United States Trade Barometer rose to 888 (preliminary) in November from 78.5 in 
October. Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, McCann- 


Erickson, Inc.; trade information is reported by 157 district offices of DuN & Brapstreet, INc. 


TRONG gains in the volume of retail trade were re- 

corded during November, as a spurt in sales carried 
the preliminary index for the month to 88.8 per cent of 
the 1928-1932 average. The advance represented an in- 
crease of 10.3 points or 13.1 per cent over the final figure 
for the October index of 78.5. During November the 
margin of decline from last year’s figure was 3.8 per cent, 
compared with the October year-to-year decline of 13.4 
per cent. 

Falling temperatures found consumers hastening to ac- 
quire the Winter apparel and sports equipment which they 
had neglected to purchase during an unseasonably warm 
October. Wholesale markets were active as reorders were 
made because of the rapid depletion of stocks in the hands 
of retail merchants. During the last week of the month, 
severe storms hampered trade in some areas, but the 
Some textile mills reported 


hindrance Was temporary. 





that their production was sold out through February, and 
that delivery dates on current orders were being advanced 
to the first part of March. 

During October, according to reports from Dun & Brap- 
STREET'S district offices, there were more cities showing 
decreases than increases in trade in comparison with the 
previous month. By trade barometer regions, twelve of 
the twenty-nine registered gains, but due to the larger size 
of the increases in comparison with the decreases, the 
United States Barometer showed a net gain of 0.1 per cent. 

Outstanding among the advances was a gain of 10.2 or 
g.8 per cent in the Florida area, which had the highest 
index in the country at 114.6. A gain of 6.2 points or 8 
per cent was reported in the St. Louis region, while Salt 
Lake City and Los Angeles sections reported respective 
increases in trade activity of 7.6 and 7.4 per cent. The 
largest decrease, 7.6 per cent, was registered in the Texas 
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area, which still holds at 95.4 the third most favorable 
position in the country in comparison with the 1928-1932 REGIONAL TRADE BAROMETERS 
average—Florida being first, and Denver second, with the Pm feta 
} ey j ‘ ¢ ¢ -e 1938 Oct. 1938 
index in each case above 100 per cent. Raion Guns Sale 
For the United States as a whole, October trade showed REGION Index Oct. 1937 (%) . 
the smallest decline (13.4 per cent) from the similar month “— Pa . bi 
of the previous year that had been recorded since Decem- U.S. 78.5 100.0 
ber, 1937, with the exception of August of this year, when < ei. 208 ‘es 
the index stood at a point 72.8 per cent below the preceding 
August level. 2. NEW YORK CITY 68.6 10.3 
In two regions—Florida and New Orleans—there were ee a i 
dips of less than 5 per cent from last year’s level. Six regions es 
on ae Re eg RE RS y 4 BUFFALO AND 72.0 19 
New England, Iowa and Nebraska, Maryland and Vir- Sochesttn 
ginia, Atlanta and Birmingham, Memphis, and Denver— 5S NORTHERN NEW 706 ad 
were off between 5 and 10 per cent from the previous year’s seal 
comparatives. Eighteen of the twenty-nine regions regis- an 86s 62 
tered declines of 10 to 20 per cent from the 1937 level. Only 7 PITTSBURGH ns x3 
three regions experienced trade drops of more than 20 per 
: : ° 4 VELAN: 0 
cent, and the largest decrease was registered in the Detroit lai " -” 
area, where the year-to-year dip was 24.6 per cent. 9 CINCINNATIAND 888 x3 
COLUMBUS 
THE MAP AND CHART compare the October, 1938, indexes with ——, 26 
those for the same month a year ago. The column at the extreme right 
of the chart indicates the relative importance of the regions: the figures 11. CHICAGO 76.2 6.4 
are percentages of national retail trade from the 1935 Census of Business. 
THE INDEXES for the regions are charted, with U. S., from 1928, on 12. DETROIT 80.7 4.0 
pages 30-33; figures for November, 1937, through October, 1938, on page 
30. They are composites based on: bank debits (Federal Reserve Board), 13. MILWAUKEE 80.9 22 
department store sales (Federal Reserve Board), new car registrations 
(R. L. Polk & Company), and life insurance sales (Life Insurance Sales 14. MINNEAPOLIS 867 45 
Research Bureau). In regions 2, 3, 4, 5, and 14, wholesale sales (Depart- AND ST. PAUL 
ment of Commerce), and in region 2, advertising linage (Editor and 
Publisher), which were found to make those indexes more accurate, are 15. pean meg 70.8 3.0 
included. In region 15, department store sales have been omitted. Each 
index is separately adjusted for seasonal variation and for the number of 16. ST. LOUIS 83.9 25 
business days in each month. All are comparable. The monthly average 
for the five years 1928-1932 equals 100. The preliminary figure for the 17. KANSAS CITY 80.7 3.6 
United States (the last month charted below) is computed one month 
before the regional figures are available. 18 MARYLAND AND 948 38 
THE PARAGRAPHS printed opposite the 29 regional charts quote VIRGINIA 
figures for October based on samples of department and retail stores 
A 2 4 19. NORTH AND ’ 2.1 
reporting to the Federal Reserve banks; for November and for the first half SOUTH CAROLINA = 
of December based on opinions and comments of business men in various 3 
lines of trade, gathered and weighed by the local Dun & BRADSTREET offices. 20. paler 95.1 5 
21. FLORIDA 114.6 13 
22. MEMPHIS 86.0 15 
UNITED STATES TRADE BAROMETER 
t- 140 SEASONALLY ADJUSTED 23. NEW ORLEANS 91.2 1.0 
Ar\ 24. TEXAS 95.4 45 
t-120 
25. DENVER 100.4 1.3 
1928-32 = 100 26. SALT LAKE CITY 88.2 8 
r100 
27. PORTLAND AND 79.6 2.7 
f \ | SEATTLE 
--80 pyr 28. SAN FRANCISCO 73.6 3.4 
JN Le al 
Il 4 29. LOS ANGELES 85.7 3.9 
r- 60 sf 
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1. New ENGLAND 
OCT., 70.9 SEPT., 68.0 OCT. 1937, 77:3 
OctroBER—Percentage department store sales de- 
creases from previous October: Boston 1, Provi- 
dence 4, New Haven 7. NovemBer—Percentage 
retail trade changes from previous November: 
Bangor +15, Portland +5, Manchester-New Bed- 
ford 0, Boston +7, Springfield —12, Worcester 
-+-2, Providence +3, Hartford-New Haven —5. 
Wholesale trade changes: Portland—Boston +5, 
Springfield —10. Potato shipments small; farmers 
holding for higher prices. Payrolls and production 
vary in comparison with last year. Government 
authorities co-operating in cutting timber blown 
down by storms. Improvement in brass and cop- 
per industries. DecEMBER—Rctail sales about 20% 


above last year. Little demand noted for raw wool. 


3. ALBANY AND SYRACUSE 

OCT., 77-9  SEPT., 78.7. OCT. 1937, 92.1 
Ocroper—Percentage depaftment store sales de- 
creases from previous October: Syracuse 13, North- 
ern State 17, Central State 14. NovemBer—Pcrt 

centage retail trade decreases from previous 
November: Albany 0, Binghamton 6, Gloversvill« 

Utica 5, Syracuse 4. Wholesale trade increases: 
Albany o, Syracuse 2. Farm prices low as a result 
of large crops. Production and payrolls generally 
above last year, below in Syracuse. Manufacturing 
activity spotty; automobile production active, metal 
manufacturing ahead of last year, glove industry 
somewhat slow. Collections gencrally better than 
a year ago. DrcemMBer—Christmas business about 
equal to last year’s volume. Manufacturing gen- 
erally slow. 


5. NortrHern New Jersey 
ocT., 70.6  sEPT., 72.6 OCT. 1937, 
OcrosER—Northern New Jersey department stor¢ 
NoveEMBER— 


83.2 


sales 11% below previous October. 
Newark retail volume off 2°/%, from November of 
last year; wholesale trade down 10 Bank clear- 
ings 13% below last year in Newark, off 10°% in 
(Continued directly opposite) 
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2. New York City 


ocT., 68.6 SEPT., 70.0 OCT. 1937, 75.9 
OcropeR—Percentage department store sales de- 
creases from previous October: New York City 10, 
Bridgeport 8, Westchester-Stamford 18. Novem- 
BER—Percentage retail trade changes from previous 
November: Bridgeport -+-10, New York City de- 
partment store sales —6, parcel deliveries —3, hotel 
sales —4. Bank clearings about even with last 
November in New York City, up 1% in West- 
chester County. New York City employment down 
4% from October, payrolls off 7%, due mainly to 
continued seasonal curtailments in clothing and 
millinery industries. DrcemBer—Retail sales 5 to 
7°% below the corresponding period of 1937; unit 
movement of merchandise greater than a year ago. 
Good volume of fill-in Winter merchandise orders. 


4. BuFFALo aNp RocHESTER 
OCT., 72.0  SEPT., 69.6 ocT. 1937, 83.2 
Ocroser—Percentage department store sales de- 
creases from previous October: Buffalo 11, Roch- 
ester 8, Niagara Falls 15. NovemMBer—Percentage 
retail trade decreases from previous November: 
Buffalo 4, Jamestown 14, Elmira 5, Rochester 10. 
Farm production normal; income lower than last 
year. Payrolls and production below a year ago. 
Two weeks’ strike in Jamestown furniture plant 
curtailed output. Radio, automobile parts, steel 
and iron production showed gains. Elmira em- 
Collections below last year: 
steady to poor in month. DrecemBer—Retail mer- 
chants reported sales increases over last year. Steel 
output at 49% of capacity, compared with 21% in 


ployment improved. 


the similar 1937 period. 


Northern New Jersey. Payrolls and production up 
from last year, steady since October. Low-rent 
housing site chosen in Elizabeth. DrEcEMBER— 
Retail trade continued to register gains over pre- 
ceding weeks, accelerated by approach of holiday 
Sale of leather goods and footwear steady 
Industry seasonally quiet, 


season. 
and in good volume. 
operating on somewhat reduced schedules. 
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6. PHiLavELPHIA 


ocT., 71.8 SEPT., 72.3* Oct. 1937, 83.6* 
Ocroser—Percentage department store sales de- 
creases from previous October: Trenton 10, Phila- 
delphia 11, Wilmington 12; Scranton sales up 1%. 
NovemMBER—Percentage retail trade changes from 
previous November: Trenton—Reading —3, Allen- 
town —10, Philadelphia —11, Scranton—Williams- 
port —5, Wilkes-Barre +3, Harrisburg —7, York 
+4, Wilmington +-8, Johnstown +10. Philadel- 
phia wholesale trade off 12°. No crops in season. 
Production and payrolls vary in comparison with 
last year. Output of carpet, automobile, sugar re- 
fining, and meat-packing plants exceeded 1937. 
Collections unusually steady. DeceEmBer—Dollar 
sales 2% below 1937 level, with vigorous buying 


continuing. Industry active. *Revised. 


8. CLEVELAND 
ocT., 83.0  sEPT., 80.9 OCT. 1937, 101.2 
OcropER—Cleveland—Akron—Toledo department 
store sales 189% below previous October. Novem- 
BER—Percentage retail trade changes from previous 
November: Cleveland —7, Akron +4, Canton 
—45, Lima Toledo o. Wholesale trade 
changes: Cleveland —14, Akron +6, Toledo —10. 
Normal yield of hot-house flowers and vegetables. 
Payrolls and production generally below last year, 
but up in Cleveland. Steel, automotive, and allied 
lines improved; construction industries still lagging. 


—I10, 


Many basic industries operating full-time. Collec- 
tions fairly steady with last year. DeEcEMBER— 
Gradual improvement noted in industry. Whole- 


salers report good volume of 1939 bookings. Retail 
volume increased. 


10. INDIANAPOLIS AND LOUISVILLE 


OCT., 92.3 SEPT., 90.1 OCT. 1937, 105.1 
Ocroser—Percentage department store sales de- 
October: Louisville 12, 
NoveMBER—Per- 


creases from previous 
Indianapolis 9, Fort Wayne 17. 
centage retail trade changes from previous Novem- 
ber: Louisville +3, Evansville +5, Indianapolis 
—8, Terre Haute 0, Fort Wayne —14. Wholesale 
trade changes compared with last November: 
Louisville +5, Indianapolis —12. Crop yields 
good; prices fairly steady. Payrolls and pro- 
duction vary, above and below last year. Hosiery 
mills active. Truck manufacturers expecting in- 
creased production. Collections steady to poorer 
than last year. DecemBer—Retail sales about 5°% 
ahead of the same period last year. Wholesale lines 
up 8 to 10%. Manufacturing activity unchanged. 


12. DeEtrRoIT 


ocT., 80.7. sEPT., 81.8 OCT. 1937, 107.1 
OcronreR—Detroit department store sales 21% be- 
low previous October. Novemprr—Dctroit-Grand 
Rapids-Saginaw retail trade 10°% below previous 
November. Wholesale trade decreases: Detroit 5, 
Grand Rapids 15. Corn and sugar beet crops above 
last year, bean production equalled all-time record; 
potato yield unusually good. Payrolls and produc- 
tion above last year in Detroit and Saginaw, below 
in Grand Rapids; steady to up in month. Auto- 
mobile production ahead of last November and 
also above the previous month. Collections vary 
in comparison with last year; steady in month. 
DecemMBER—Moderate but widespread improve- 
ment noted in retail lines. Toys not moving in 
expected volume. 
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REGIONS 6 - 13 


7. PiTrsBURGH 


OCT., 71.8  SEPT., 74.0 OCT. 1937, 92.5 
OcroseR—Percentage department store sales de- 
creases from previous October: Pittsburgh 18, 
Wheeling 15, West Virginia State 11. NoveMBER 
—Percentage retail trade decreases from previous 
November: Erie—Parkersburg—Huntington 10, Pitts- 
burgh 18, Youngstown o, Clarksburg—Bluefield 15; 
Charleston trade up 5°%%. Wholesale trade changes: 
Erie—Pittsburgh —20, Charleston +5. Corn, buck- 
wheat, and potato yields below 1937; tobacco crop 
large. Payrolls and production vary in comparison 
with last year. Mill operations increased in Youngs- 
town. Glass manufacturing operating at 50% of 
capacity. Collections steady. DecemBper—Rctail 
trade volume improved, still averaging 10°% below 


1937. 


g. CINCINNATI AND CoLuMBUS 


ocT., 88.8 SEPT., 90.7. OCT. 1937, 105.0 
OcrosER—Percentage department store sales de- 
creases from previous October: Cincinnati 13, Day- 
ton 17, Columbus 10. NovemsBer—Percentage 
retail trade decreases from previous November: 
Cincinnati 11, Dayton 2, Springfield—Zanesville 10, 
Lexington 3; Columbus trade up 5°. Cincinnati-— 
Columbus wholesale trade off 1094 from previous 
November. Tobacco about to be marketed; grade 
good, prices satisfactory. Payrolls and production 
steady to below last year. Most industries on short- 
time schedules with reduced forces. Collections 
poorer than last year; steady since October. DEcEM- 
above last year’s 
Car- 


BER—Retail sales even to 10% 
comparative level. ‘Wholesale orders up 2%. 


loadings also above 1937. 


11. CHICAGO 


ocT., 76.2 SEPT., 76.0 oct. 1937, 87.8 
Octroser—Percentage department store sales de- 
creases from previous October: Chicago 14, Peoria 
13. NovemBer—Percentage retail trade changes 
from previous November: Chicago —5, Rockford- 
Peoria 0, South Bend —30. Chicago wholesale 
trade even with previous November. Production 
and payrolls above last year in Chicago and Peoria, 
below in South Bend and Rockford. Heavy corn 
and soy bean harvest. Machine tool industry in- 
creased employment. Building trades improving. 
Collections steady to better than in 1937. Decem- 
BER—A seasonal spurt in retail sales raised sales 
volume above the same period of last year. Whole- 
salers and manufacturers also reported improve- 
ment in activity. 


2, MILWAUKEE 


be 
ocT., 80.9  sEPT., 85.1 OCT. 1937, 100.1 
OctrosER—Milwaukee department store sales 17% 
below the previous October. NovemMBer—Percent- 
age retail trade changes from previous November: 
Milwaukee —5, Green Bay +5. Milwaukee whole- 
sale trade even with 1937. Prices of dairy goods 
low. Prices of canned goods also low, and pack 
moving slowly. Production and payrolls steady 
with last year. Paper mills continued six-day week. 
Capital goods gaining. Shoe and paper carton 
manufacturing better than average. Collections 
steady in comparison with last year and with the 
previous month. DercemBer—Retail sales gained 
12 to 15% over last year’s volume. Hosiery manu- 
facturers reported shipments ahead of correspond- 
ing period of last year. 
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14. MINNEAPOLIS AND St. PauL 
ocT., 86.7. sEPT., 86.5 OCT. 1937, 99.0 
OcropER—Minneapolis-St. Paul—Duluth—Superior 
department store sales 69% below previous October. 
NoveMBER—Percentage retail trade changes from 
previous November: Duluth —20, Minneapolis +1, 
St. Paul —5, Fargo-Sioux Falls—Billings 0, Butte 
+5, Great Falls —8. Wholesale trade changes: 
Duluth —20, Minneapolis—Great Falls +10, Farm 
prices continued low. Forest activities revived little 
since shutdown and strikes a year ago. Payrolls 
and production vary in comparison with last year. 
Automobile parts manufacturing active. Agricul- 
tural implement industry on part-time schedules. 
Collections slow. DrcemBer—Unit sales above 


last year’s record, but dollar volume off about 
»o 


Bo 


16. Sr. Louts 
ocT., 83.9 SEPT., 77.7 OCT. 1937, 97.2 
OctosER—Percentage department store sales de- 
creases from previous October: St. Louis 8, Spring- 
field (Mo.) 7, Quincy 3. NovemBer—Percentage 
retail trade changes from previous November: St. 
Louis +2, Springfield (Mo.) +3, Springfield (IIl.) 
—13, Quincy —5. St. Louis wholesale trade off 
2% from previous November. Tree fruit yield 
below average; grain crops good; prices low. Pay- 
rolls and production fairly even with last year. 
Shoe sales increased over 1937 level. Most factories 
in Quincy on part-time basis. 
steady. 


Collections fairly 
DeceMBER—Retail activity reported 3°4 
below last year. Wholesale volumes measurably 
ahead of the like 1937 week. Shoe orders up from 
a year ago. 


18. MaryYLAND AND VIRGINIA 


ocT., 94.8  SEPT., 96.7. OCT. 1937, 102.8 
OctosER—Percentage department store sales de- 
creases from previous October: Baltimore 10, Wash- 
ington 2, Richmond 4, Virginia State 5. NoveMBER 
—Percentage retail trade changes from previous 
November: Baltimore —4, Washington +-1, Nor- 
folk +5, Richmond —3, Lynchburg —8, Roanoke 
—5, Bristol +8. Wholesale trade changes: Balti- 
more-Richmond —s5, Norfolk +-2. Tobacco sales 
heavy; prices off slightly. Payrolls and production 
generally above the similar period last year. Cigar- 
ette production off 5° from last November. Over- 
all industry showed gains. Collections steady. 
DecemBeER—The level of retail trade was about 
even with last year. Re-orders of seasonable mer- 
chandise reported by wholesalers. 


20. ATLANTA AND BirMINGHAM 
OCT., 95-1 SEPT., 102.1 OCT. 1937, 101.5 
Ocroper—Percentage department store sales de- 
creases from previous October: Atlanta 0, Birming- 
ham 10, Montgomery 1, Chattanooga 5, Nashville 
5. Novemper—Percentage retail trade changes 
from previous November: Atlanta —2, Augusta— 
Knoxville 0, Columbus +7, Macon —s, Birming- 
ham —20, Montgomery +5, Mobile—Nashville 
+10, Chattanooga +20, Savannah +5. Whole- 
sale trade changes: Atlanta —3, Birmingham —2s5, 
Nashville +5. Payrolls and production generally 
steady to above last year. 
at capacity. Building materials experienced better 
demand. Collections steady. DrEcEMBER—Best 
holiday trade in years reported. Good rate of 
operation in steel mills. 


Textile mills operating 
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14 - 21 


15. lowa aND NEBRASKA 


ocT., 70.8  SEPT., 72.9 OCT. 1937, 78.5 
OctosER—Omaha department store sales off 15°. 
from previous October. NovEMBER—Percentage 
retail trade changes from previous November: 
Burlington—Davenport -+10, Cedar Rapids +7, 
Dubuque +5, Waterloo 0, Des Moines-Sioux City 
—s5, Lincoln —10, Omaha —9. Wholesale trade 
decreases: Sioux City-Des Moines 5, Omaha 10. 
Crop yields good; prices low. Fall wheat needs 
moisture. Payrolls and production vary, above and 
below last year’s level. Strike still under way in 
packing plant. Heavy machinery lines slowing up 
somewhat; lighter manufacturing increased. Der- 
CEMBER—Large spurt in retail trade in Omaha 
failed to carry the total sales volume above the 
corresponding period of 1937. 


17. Kansas City 

oct., 80.7. SEPT., 83.1 OCT. 1937, 92.7 
Octroser—Percentage department store sales de- 
creases from previous October: Kansas City—Okla- 
homa City 4, Wichita 11, Tulsa 10. NovEMBER— 
Percentage retail trade decreases from previous 
November: Kansas City—St. Joseph 5, Topeka 2, 
Wichita-Tulsa 10, Oklahoma City 8. Wholesale 
trade changes: Kansas City +10, Oklahoma City 
—11. Wheat and corn prices unsatisfactorily low. 
Winter wheat in need of rain. Production and 
payrolls generally below last year; steady to up in 
month. Large municipal building program under 
way in St. Joseph. Oil refining somewhat more 
active. DrcemMBER—Seasonable weather and the 
holiday trade kept both wholesale and retail sales 
somewhat more active. 


19. NorrH anp SoutH Carouina 


ocT., 88.7 SEPT., 94.5 OCT. 1937, 100.4 
Ocroser—North and South Carolina department 
store sales off 5°4 from previous October. Novem- 
BER—Percentage retail trade changes from previous 
November: Asheville—Raleigh —3, Winston-Salem 
—2, Charlotte +2, Wilmington —5, Charleston 
-+-5, Columbia 0, Greenville —1. Wholesale trade 
changes: Wilmington —3, Charleston—Winston- 
Salem 0. Truck crop season just about over; crops 
and prices fair. Frost damaged cabbage crop. 
Production and payrolls steady to above last year. 
Textile and furniture production leading in indus- 
trial activity. Collections level with last year, 
steady in month. DecemMBer—Retail trade volume 
15°% above last year. Thanksgiving cold wave 
damaged cabbage crop. 


21. FLoripa 

ocT., 114.6 SEPT.,104.4 OCT. 1937, 118.8 
OcroseR—Florida department store sales 3°% be- 
low previous October. NovemMBper—Percentage 
retail trade decreases from previous November: 
Jacksonville 3, Miami 5, Tampa o. Wholesale trade 
increases: Jacksonville 3, Tampa 10. Vegetable 
shipments heavier; prices somewhat improved. 
Citrus shipments up slightly, but prevented from 
expanding by low prices. Payrolls and production 
steady to above last year. Cigar industry operating 
at full capacity; Tampa cigar output highest in 
two years. Sawmill activity hampered by Wage 
and Hour Bill. Naval stores reported improved 
demand, but no change in prices. Collections 
steady. DrcemBer—Department store sales on a 
par with last year. Crops being shipped. 
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¢ 22, MeMpuis ae Variation. 1928-32=100 23- New ORkLEaNs 
oct., 86.0 sEPT., 86.7. OCT. 1937, 94.3 1928 193019321934 1936 19384, -« OCT.) QI.2 — SEPT., 93.4 OCT. 1937, 95-4 
Octoser—Percentage department store sales de- — 4 OctosER—New Orleans department store sales 197 
creases from previous October: Memphis 5, Fort | below previous October. NovemBer—Percentage 
Smith 11, Litthe Rock 6. November—Percentage yes jis retail trade changes from previous November: New 
retail trade changes from previous November: f Orleans +7, Jackson —6, Meridian —1o. New 
Memphis +15, Fort Smith —s, Little Rock 0. 3 Orleans wholesale trade up 10°% from last Novem- 
Memphis wholesale trade 15° above last Novem- | E ber. Cotton crop below average; prices low. Cane 
ber. Cotton all picked and ginned. Planting of FE | 2M S yield good. Production and payrolls steady in year 
Winter crops under way. Payrolls and production = \ ae a month. Oil production and drilling being 
above last year in Memphis, steady in Little Rock, so extended into new areas. Cane harvesting and 
below in Fort Smith. Furniture manufacturing 30 = grinding at height. Collections steady in com- 
to 40°4 below 1937. Coal mining hampered by a | . | £ parison with last year, steady to poorer since 
dry, warm weather. Lumber business rather quiet. —_ 129 J 4 October. DecemBER—Pre-Christmas shopping 
Collections steady. DrcemBer—Good weather ad ' raised level of retail trade to a point 9°% above last 
stimulated retail sales. Wholesale drug firm \ year. Wholesale dry goods and notions trade re- 
showed 40°% inerease in sales over last December. 1 -- NEW Galen ported no change. 
a 
24. TExas = 25. DENVER 
OCT., 95.4 SEPT., 103.0 OCT. 1937, 106.9 = ae ‘6 OCT., 100.4 SEPT., 97.7 OCT. 1937, 110.1 
Ocroper—Percentage department store sales de- ey 29 OcroseR—Denver retail sales even with previous 
creases from previous October: Dallas 13, Fort AaN October. NovemBer—Percentage retail trade de- 
Worth 9, Houston 6, San Antonio 1. November | |= Fri creases from previous November: Denver 8, Albu- 
—Percentage retail trade changes from previous FE 24. TEXAS i) ty a querque 10. Denver wholesale trade 12° below 
November: Dallas —15, Fort Worth —2, Amarillo— > is _ last November. Trade in coal-mining sections and 
Lubbock—Waco +10, Wichita Falls +5, El Paso a: °., acAl v 80 farming districts considerably below 1937. No 
—g, Houston—Austin-San Antonio —5, Galveston = W y4 | ae” crops in season. Farm prices low. Payrolls and 
—10, Shreveport —10. Wholesale trade decreases: => Ie a be production down from last year, steady with Octo- 
Dallas 20, Houston 7, San Antonio 1, Fort Worth — ja9F _, Y 120 ber. Lumber mills operating part-time. Railroad 
5, Shreveport 15. Frost damaged truck crops. y a business steady but under 1937 level. Building 
Rio Grande fruit crop good. Panhandle area in shows signs of slackening. Collections slow. 
need of rain for wheat crop. Payrolls and produc- 100 “ 100 = DecemBER—Retail sales of holiday goods showed 
tion steady to below 1937. Lumber sales good. é = oS favorable gains over November. Re-orders reported 
Collections steady. DecemBer—Retail sales up Ee ‘ by wholesalers. Production steady with previous 
from November but still 10°4 below 1937 level. = =| 80 ~~ month’s level. 
Eg) 
= i . fi 
120 Fe 120 
26. Sarr Lake City i 7 27. PorTLAND AND SEATTLE 
oct., 88.2 sEPT., 82.0 ocr. 1937, 99.8 | | =—socr., 79.6 sEPT., 78.4 OCT. 1937, 91.6 
OctroseR—Salt Lake City department store sales E 26. SALT LAKE CITY te, Octroser—Percentage department store sales de- 
3°4 above previous October. NovemMBEer—Salt 5 fi 4 creases from previous October: Seattle 2, Tacoma 
Lake City retail trade 5°4 below previous Novem- a0 ¥ aval 30 3» Spokane-Portland 7. NovemBer—Percentage 
ber: wholesale trade up 2°4 in comparison with = \ / oo retail trade changes from previous November: 
last year; improvement noted especially during the ES af ag Seattle —11, Spokane —5, Portland +3. Whole- 
last week of the month, due to cooler weather and 120. ‘Gi " 120 sale trade changes: Seattle —18, Portland +2. 
advanced Christmas buying. Range conditions eh Wheat yield somewhat low; corn below expecta- 
good. Sugar beet yield satisfactory despite frost. = tions; turkey market quiet, awaiting holiday de- 
Payrolls and production about 8°% above October, 100 . . 10 =mand. Production and payrolls above last year 
still 12°4 below a year ago. Employment slightly 5 Zi, PGRANO AD SATS M except in Spokane. Logging slow in keeping with 
under last year, but 6 to 8% better in month. Sales E q } . usual seasonal trend. Fishing season closed. Local 
of heavy machinery, electrical supplies, and mine 80F 5 80 = manufacturing improved. Collections vary in com- 
equipment showed heaviest gains. DrEcEMBER— E 4 4 wa parison with last year. Decemper—Department 
Medium-priced merchandise moved fastest, as retail E iii \, i store sales up 3°4 from November, still 11°4 under 
sales improved. we a 120 1937. Installment buying increased. 
F | 
100— - noo 
28. San Francisco . | 29. Los ANGELEs 
ocT., 73.6 SEPT., 75.2 OCT. 1937, 93.8 E oct., 85.7. sEPT., 79.8 OCT. 1937, 95.6 
Octoper—Percentage department store sales de- E OctropER—Percentage department store sales 
creases from previous October: San Francisco 38, = changes from previous October: Los Angeles —4, 
Oakland 3. NovemBer—Percentage retail trade E Phoenix +2. NovemBer—Percentage retail trade 
decreases from previous November: San Francisco Ck. changes from previous November: Los Angeles 
8, Oakland 5, Sacramento 10; Fresno trade 20% aj —3, San Dicgo +8, Phoenix o. Los Angeles whole- 
above last November. San Francisco wholesale ES sale trade off 5°4 from previous November. Navel 
trade off 15°4 from 1937. Large navel orange E orange crop expected to be largest on record; avo- 
crops damaged 25° by early frosts. Farm prices 3 cado crop entering harvest period; prices unsatis- 
below last vear, fairly even recently. Payrolls and a factory. Production and payrolls steady to below 
production below 1937 except in Fresno. Labor 5 last vear. Aircraft, building, automobile, and mo- 
peace in San Francisco aided all industries. Build- E tion picture industries making gains. Unsatisfac- 
ing continued at high level, but most other indus- F tory internal conditions in petroleum industry, but 
tries slack. Collections steady. DecemBer—Retail E price structure has been maintained. Collections 
trade spotty, fairly even with 1937. Wholesale E slow. DrcemBper—Christmas trade not up to ex- 


trade unchanged. 
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pectations. Merchandise stocks low. 





NuMBER OF FaILureEs 


INDUSTRIAL AND COMMERCIAL FAILURES 


CurRRENT LIABILITIEs * 


Tora Liapiiities * 


Dun’s INsotveNcy INDEX t 











1938 1937 1936 1938 
EV RO 841 1,126 21,415 
Feb, ..... 1,149 755 919 21,028 
Mar. . .. 1,167 861 986 40,325 
Apr. . 1,172 818 865 21,147 
May 1,123 875 874 19,139 
June ... 1,073 703 818 15,918 
July ... 1,038 651 669 14,761 
Aug. ... 1,015 736 §©677 16,382 
Sept. ... 866 584 609 14,341 
ct. .... 997 815 642 13,219 
Nov. ... 984 842 713 12,302 
J ee 1,009 709 
Total 9,490 9,607 


* In thousands of dollars. 





1937 1936 1938 1937 1936 
12,003 21,413 27,162 14,992 24,522 
14,004 22,494 25,501 22,887 28,413 
22,591 20,046 80,373 78,878 23,273 
12,893 20,757 29,355 13,628 24,472 
13,088 20,505 19,831 14,965 25,963 
12,829 21,395 16,892 16,737 24,790 
12,780 14,31 8 15,008 13,955 35,011 
14,950 10,034 17,252 19,473 10,584 

9,818 12,906 15,183 11,308 15,074 
14,079 9,951 16,960 15,381 12,374 
16,400 16,063 17,281 17,709 19,022 
27,818 13,291 .... 36,963 14,452 

183,253 203,173 276,876 257,950 


+ Apparent annual failures per 10,000 enterprises. 





: For seasonal variation. 


UNADJUSTED ADJUSTED > 
1938 1937 1936 1938 1937 193 
76.2 47.7 66.0 62.0 38.8 53.7 
75.2 50.6 60.9 65.4 44.0 §2-5 
648 aga. 579. ‘64:2 Az-0 S77 
65.1 48.3 52.5 63.2 47.4 51-5 
59-8 47.6 48.8 59.2 47.6 48.8 
64.1 41.1 47.3 67.5 43.3 49.5 
57.2 37.9 40.1 64.3 42.1 44.6 
53-8 39.7 37-4 63.3 46.7 44.0 
S16 35:2 348° 6t:4 45.9 41.4 
54-7 45.2 38.1 59.4 49.1 41.4 
53-9 52.7 45-9 51.8 51.2 45. 
a+ ‘SOO 43.7 sas OO “4S 

45-9 47.8 | 


ANALYZING THE RECORD OF INDUSTRIAL 
and COMMERCIAL FAILURES 


END OF 


OMMERCIAL and industrial fail- 
ures in November numbered 984 
with current liabilities of $12,302,000, 
compared with 997 in October with lia- 
bilities of $13,219,000. In November, 
1937, there were 842 failures with $16,- 
400,000 liabilities. 

In comparing the actual number of 
November failures with those of Octo- 
ber, or in comparing the record of the 
insolvency index, which dropped from 
54.7 to 53.9, there appears to be but a 
slight change from October. However, 
the significance of the month’s move 
lies in the fact that the usual seasonal 
November trend is upward. Since 
November defaults did not move in 
accordance with the seasonal pattern 
there resulted a drop in the adjusted 
index of 7.6 points. This decline added 
strikingly to the downward movement 
of the adjusted index which since June 
has been falling at the rate of about 
two points 2 month. The result is that 
the advances of last December and Jan- 
uary which carried failures to a new 


YEAR FAILURES DECLINING INSTEAD OF 
high level have been practically wiped 
out and the level of failures is back to 
that of a year ago. The adjusted index 
stands at 51.8 compared with 51.2 last 
November. 

Although the actual number of fail- 
ures for November of this year is in 
excess of the number last November, 


the corrections introduced into the in- 


RISING 


solvency index—which takes into ac- 
count differences in the number of 
working days and an increase in the 
number of firms in business since last 
November—disclose the true compari- 
son. 

Current liabilities followed the trend 
in numbers, but a large bond issue of 
a failing hotel lifted total liabilities 


MontTHLY TREND OF THE INSOLVENCY INDEX 
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slightly over the October figure. Cur- 
rent liabilities were considerably lower 
than a year ago, because of fewer large 
failures in the present month. 

The decline from October did not 
take place in all industry groups. In 
manufacturing, commercial service, 
and construction, failures increased. 
An appreciable decline in trade failures, 
both wholesale and retail, was the fac- 
tor which reversed the normal seasonal 
upturn. Yet in retail trade only certain 
lines declined, particularly restaurants 
and drug stores, supplemented by house 
furnishings and hardware stores. The 
increases in other lines were not large. 
Likewise in manufacturing, the upturn 
was not uniform throughout the vari- 
ous lines of production. Increased fail- 
ures in foods and textiles overbalanced 
slight declines in some of the other 
lines. 

Construction failures in November 
increased over those of the previous 
month for the first time since August. 
Failures in the building industry this 
year, although varying from month to 
month, have been on the whole fairly 
steady, fluctuating around an average 
of fifty a month. The majority of these 
failures are among sub-contractors such 
as plumbers, painters, and electricians. 
Commercial service failures likewise 
averaged around fifty a month, al- 
though they were more seasonally af- 
fected. 

A great increase in failures in whole- 
sale and retail trade was responsible to 
a large degree for the big rise in failures 
at the end of 1937 and the beginning 
of 1938, and these trade failures are still 
at levels above those of a year ago, retail 
failures being one-third higher and 
wholesale failures about one-tenth 
higher. Manufacturing failures, on the 
other hand, are practically at last year’s 
level, or even a little lower. 





November November Per Cent 
INpsutry Groups 1938 1937 Change 
Manufacturing 196 199 —2 
Wholesale Trade 99 go +10 
Retail Trade 586 447 +31 
Construction ‘ 55 60 — 8 
Commercial Service 48 46 + 4 
(0 | ee ee 984 842 +17 
pi ee.” J REV 
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The retail lines that are still above 


the levels of last year are foods, general 
merchandise, apparel shops, furniture 
stores, and automotive products. 

In terms of size, as measured by total 
liabilities, the increase in actual num- 
bers over a year ago was among the 
smaller concerns with liabilities under 
$25,000. 

Substantial failures with liabilities 
between $25,000 and $100,000 were 
fewer by 15 per cent and the very large 
failures by 62 per cent, having dropped 
from 32 to 12. Most of the large fail- 
ures in both periods took place in 
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1937 1938 
November November Per Cent 
LiaBILITIES 1938 1937 Change 
Under $5,000 435 327 +33 
$5,000-$25,000 ... 443 373 +19 
$25,000-$100,000 94 110 —I5 
$100,000 and over. 12 32 —62 
WERE. ok h esses (OR 842 +17 


manufacturing and commercial service. 

There were about as many very small 
failures in November as in October, 
slightly fewer in the second group, in- 
creased numbers with liabilities be- 
tween $25,000 and $100,000, and a drop 
of from 17 to 11 in the very large fail- 
ures. In each month there was one 
failure with a large bond issue which 
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put it in the $1,000,000-liabilities class. 

Geographically, November failures 
were up in the New York, Philadel- 
phia, Chicago, and Dallas Federal Re- 
serve Districts; down or unchanged in 
the others. In these four districts there 
were slight increases in retail trade fail- 
ures which helped to raise their total 
failures above the October level. De- 
clines in trade failures in the other dis- 
tricts, particularly Minneapolis and San 
Francisco, were drastic enough to cause 
the decline in retail failures as a whole. 





FEDERAL RESERVE Jan.-Nov. Jan.-Nov Per Cent 
Districts 1938 1937 Change 
Minneapolis 208 173 +20 
New York 3,383 2,701 +25 
Kansas City 500 386 +29 
Richmond xe 591 459 +29 
San Francisco.... 1,362 9g! +37 
See 1,106 762 +45 
Cleveland ..... 907 622 +46 
LSS eee 239 163 +47 
Chicago 1,796 1,173 +53 
PaeatRt sa 59 633 363 +74 
Philadelphia 770 437 +76 
St. Louis 466 251 +86 
Total 11,961 8,481 +41 


Although the direction of failures 
moved both up and down within the 
twenty-five largest cities, the total for 
the large cities was slightly in excess of 
the October total. The month’s decline 
occurred in the rest of the country. 

The character of the twelve large fail- 
ures with liabilities of $100,000 and over 
was as follows: 


5 reorganizations under Chapter X 
2 arrangements under Cnapter XI 
1 preceded by involuntary bankruptcy 
2 involuntary bankruptcies 
1 preceded by an assignment 
3 voluntary bankruptcies 


Two of these cases had liabilities in 
excess of $200,000: one, a hotel with a 
large bond issue of several million dol- 
lars; the other,an old established manu- 
facturing concern which had borrowed 
heavily from banks and from the Re- 
construction Finance Corporation. 

One of the two companies petition- 
ing for arrangement offered to pay 
claims in full over a five-year period; 
the other offered to pay 50 per cent 
within two and a half years. 


Canadian Failures 


In Canada failures increased from 92 


Lia- 


in October to 122 in November. 








Faitures By Divisions or INpustry—NoveMBER, 1938 AND 1937 


(Liabilities in thousands of dollars) 
































———_Number-———, = ———Current Liabilities, 
Nov. Oct. Nov. Nov. Oct. Nov. 
1938 1938 1937 1938 1938 1937 
DOTA INITED STATES «cx hose oes cose 984 997 842 12,302 13,219 16,400 
MANUFACTURING (total) . 2... 60S o08S 0 0: 196 172 199 45434 4,110 7723 
CN eae Re DN 4 MER ee 44 38 46 703 1,031 1,170 
Pei do cm Seeman eens 51 30 41 892 341 1,386 
Bareste Prac sos: occ oss aves ois's a 11 13 14 La 909 478 373 
Paper, Printing and Publishing........ 15 16 15 333 604 242 
Chemicals a6 I0r0gs 5 ci. :0s sissies 6 10 6 90 245 79 
OE Re ee reed ener lea ee eee 4 316 
Leather and Leather Products......... 10 5 10 92 54 337 
Stone, Clay, Glass and Products........ 7 7 5 270 305 148 
Tati An BON <5 Seo kes c's « Sle edese% 10 8 9 429 81 473 
DRCINEEY: fis ses ness iersais oie o> 12 12 13 162 206 1,244 
Transportation Equipment............ 8 7 7 149 106 858 
PEE ORO 6s ee ae SI nee te lw vas 20 21 33 405 343 1,413 
WHOLESALE TrabDE (total). ............. 99 108 go 1,484 2,676 2,063 
Farm Products, Foods, Groceries... ... . 42 4! 28 586 640 620 
Clothing and Furnishings. ........... & 4 7 157 95 87 
Dry Goods and Textiles........ ee 3 2 2 17 45 21 
Lumber, Building Materials, Hardware. . 5 7 7 56 227 189 
Chemicals and: Drags... 6. <6 :..06:0.3% 3 3 10 30 92 148 
Fuels ... Sete eae vk wae con ea lie so I 4 83 115 72 
Automotive Products. ............... 6 9 9 69 75 147 
SURO TA OUGOS ai sew ects iiss 8 12 2 67 207 42 
PRU ADENINE 5 ie boca esos igs Vinie wos oleiwielewisl 21 29 21 419 1,180 47 
Reval, Trane (t0tal) ..... 6500 282 oc cen 586 627 447 4,513 5,251 4,055 
MOM. oon. oe seupciees tase tcteas dtc av olroneto ts 179 169 152 782 885 920 
Farm Supplies, General Stores......... 28 27 23 229 265 197 
General ‘Merchandise... . ....66:0 00555 34 23 19 326 167 196 
Apparel EEA raaie rare ens 120 119 76 868 984 537 
Furniture, Household Furnishings. . 37 46 20 359 930 179 
Lumber, Building Materials, Hardware 28 34 21 381 249 187 
Automotive Products. ............... 55 50 35 601 321 680 
IROStAUEATIS: 55)'5)5. s0, 010 a:0i0 as 009. 0i4isia'e 4 0:0 46 69 46 386 493 726 
RBG? Len a ane eee eine aes sais os 28 41 32 210 417 275 
PAY SMMARSE 5 oie erasers ators couse ecw caiarsene 31 49 23 371 540 158 
CONSTRUCTION AtOEAl) 5. 6 00 5:66:40 0 iewss 55 43 60 713 607 994 
General Contractors |< sc s.05 0 dois s eles 5 6 5 34 93 168 
Carpenters and Builders.............. 11 16 18 199 268 288 
Building Sub-contractors............. 35 21 5 345 246 497 
Other Contractors... 665-020 cele aceite 4 2 135 41 
CoMMERCIAL SERVICE (total)... ........ 48 47 46 1,155 575 1,565 
Cleaners and Dyers, Tailors........... 1¢ 6 4 72 94 10 
Haulage, Buses, Taxis, etc............. 5 15 22 266 165 966 
PR OE ere ost eee ae eran ae I( 6 2 512 123 2 
MAAR 555 ore aces oe aia nce erosive 4 4 3 164 51 185 
NUMA Rea NCRES 15 6 ait oouicadrel ce ncis Sectemene’s 5 5 4 44 34 24 
PIU MINOT 5:0: yc: sisus as od espera pate oe wie ie 14 II II 100 108 345 


bilities moved upward at the same rate 
from $811,000 to $1,083,000. A year ago 
there were 64 failures with $694,000 
liabilities. The month’s increase was 
mainly in retail trade, but by size the 
increase was well distributed over all 
groups from the very small up to 
those with liabilities of $100,000. The 
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movement was contrary in the two 
most important Provinces; failures 
rose 100 per cent in Ontario and de- 
clined 40 per cent in Quebec. Most of 
the other Provinces reported additional 
failures. 


Note: In Dun’s Statistica, Review there are published 
more detailed failure statistics by States, large cities, in- 
dustrial divisions, and size of liabilities. 




















SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 
More detailed figures appear 


Building Permit Values—215 Cities 




















in “*Dun's SratisticaL Review” 


Geographical November November Change October Change 
Groups: 1938 1937 P. Gt. 1938 P. Ct. 
New England $4,575,646 $4,538,481 + 0.8 $6,659,096 — 31.3 
Middle Atlantic 28,905,966 26,928,159 + 7.3 29,910,215 — 3.4 
South Atlantic 7,907,781 6,752,857 + 17.1 9,476,882 — 16.6 
East Central 15,730,643 12,924,098 + 21.7 18,939,433 — 16.9 
South Central 7,966,715 5:414,777. + 47.1 9,488,325 — 16.0 
West Central 651553447 2,767,369 —+122.4 45573015 + 34.6 
Mountain 1,650,492 1,212,641 + 36.1 2,043,857. — 19.2 
Pacific 16,755,479 9,050,583 + 85.1 16,021,096 + 4.6 
Total U. S. $89,648,169 $69,588,965 + 28.8 $97,111,919 — 7.7 
New York $22,161,868 $19,388,948 + 14.3 $20,089,367 + 10.3 
Outside New York $67,486,301 $50,200,017. + 34.4 $77,022,552, — 12.4 
Bank Clearings—22 U. S. Cities 
(Millions of dollars) 
r Monthly ~ m———Daily Average, 
1938 1937 1936 1938 1937 1936 
January 21,795 27,226 25,262 871.9 1,089.0 971.6 
February 17,583 23,720 22,065 799.2 1,078.1 959.3 
March 22,822 29,412 26,610 845.3 1,089.3 1,023.4 
April 21,667 26,086 24,711 833.4 1,003.3 950.4 
May 20,169 23,951 22,473 806.8 958.0 898.9 
[Leo ne sea ae 23,959 25,903 26,148 921.5 996.3 1,005.7 
[eee 21,624 26,015 24,766 865.0 1,000.6 952.5 
August 19,716 22,260 21,269 730.2 856.2 818.0 
September 21,733 24,076 23,927 869.3 963.0 957-1 
October 24,011 24,668 25,852 960.4 986.7 994.3 
November 21,637 21,796 24,554 940.7 947.6 1,116.1 
December 25,805 31,153 _ 992.5 1,198.2 
Total 300,918 298,790 996.7 987.1 
Bank Clearings for Individual Cities (000 omitted) 
November November Change October 
1938 1937 P..Ct. 1938 
Boston $984,694 $907,444 + 85 $960,610 
Philadelphia 1,547,000 1,485,000 -- 4.2 1,591,000 
Buffalo 128,531 140,293 8.4 137,216 
Pittsburgh 466,088 520,842 — 10.5 72,676 
Cleveland 390,728 389,218 + 0.4 407,938 
Cincinnati 232,902 250,977 - 7.2 235,309 
Baltimore 275,590 283,282 5 299,999 
Richmond 182,129 186,334 2.3 213,452 
Atlanta 240,600 231,500 + 3.9 256,700 
New Orleans 173,699 165,979 + 4.7 187,493 
Chicago 1,191,068 1,284,679 sy 1,319,640 
Detroit 407,393 469,678 13.3 394,305 
St. Louis 356,283 373,469 — 4.6 375,893 
Louisville 142,278 138,011 + 3. 144,378 
Minneapolis 272,384 304,432 — 10.5 295,892 
Kansas City 354,504 375,088 5-5 375,622 
Omaha 133,633 129,229 + 3.4 130,789 
Dallas 216,733 227,287 4.6 237,110 
San Francisco 602,436 604,540 0.3 602,572 
Portland, Ore. 123,366 130,163 5.2 131,850 
Seattle 143,583 151,198 5.0 152,890 
Total 21 Cities $8,565,622 $8,748,643 $3 $8,923,334 
New York $13,071,421 $13,046,925 + 0.2 $15,087,528 
Total 22 Cities $21,637,043 $21,795,568 — 0.7 $24,010,862 


Dun & Bradstreet 
Weekly Food Price Index 


The index represents the sum total of the 
wholesale price per pound of 31 commodi- 


ties in general use: 


Weeks: 1938 1937 1936 1935 
Dec. 27 $2.35 $2.56 $2.94 $2.79 
Dec. 20 2.34 2.63 2.92 2.77 
Dec. 13 2.38 2.65 2.91 2.37 
Dec. 6 2.39 2.67 2.90 2.79 
Nov. 29 2.41 2.69 2.90 2.79 
Nov. 22 2.38 2.68 2.87 2.79 
Nov. 15 2.39 273 2.83 2.78 
Nov. 8 240 230> 296. 2:73 
HicH Low 
1938.. $2.53 Jan. 4 $2.34 May 10 
1937.. $3.01 Mar. 16 $2.56 Dec. 28 
1936.. $2.94 Dec. 29 $2.52 May 19 
Dun & Bradstreet 
Daily Weighted Price Index 
30 Basic Commodities 
(1930-1932 = 300) 
1938 
Dec Nov. Oct. — Sept. 
I 105.71 104.66 105.02 104.55 
2 105.57. 104.85 ft 104.68 
3 105.38 104.49 104.79 * 
4 1 104.85 104.40 1 
5 105.2 105.04 104.61 *.. 
6 104.59 + . 104.99 103.73 
7 105.36 105.00 105.25 104.11 
8 105.29 * 105.28 104.46 
9 105.23. 105.23 -T 104.24 
10 105.46 105.26 105.35 * 
5 eee + _. 105.17. 1 
TS: 105.12 105.62 * 104.61 
iz: 104.51 + 105.20 104.49 
14 104.65 105.57 105.32 105.12 
+ .. 104.46 105.70 105.19 104.74 
16.. 103.98 105.74 + 104.59 
17 103.85 105.83 105.18 * 
18 + . 105.69 104.25 t+ 
19 104.49 105.08 104.49 104.85 
20 104.56 + 104.90 104.54 
21 104.82 105.00 105.03 104.26 
32 105.16 105.40 104.96 104.25 
23 105.33 105.21 t+ 104.75 
24 wauee SF 105.17 ° 
25 Ponce FOSGMF. 1OGS7 1 
26 * 105.50 104.96 105.04 
27 105.71 + 104.85 104.70 
28 105.96 105.66 104.95 105.25 
29 105.84 105.80 104.69 105.22 
20 105.48 105.69 + 105.15 
31 ® 104.63 
t Sunday. * Markets closed. 
Hicu Low 
1938 117.06 Jan. 10 102.43 June 2 
1937.. 158.26 Apr. 5 114.83 Dec. 30 
1936.. 142.65 Dec. 31 115.13 May 27 


























THROUGH THE STATISTICIAN’S EYES 


ODD AND INTERESTING ITEMS FROM THE MONTH’S RECORD 
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Wortp AND Unitep States PRICE 
Motors—Cornell University—This new price index shows the changes 
in both the world and the domestic price levels of 40 basic commodities, 
expressed in terms of gold as the common denominator until 1933, when 
devaluation caused United States prices to rise in terms of dollars. 


A World Price Index 


Tue array of indices which have been constructed to 
help business men and economists describe and forecast 
business conditions has recently been augmented by a new 
index. General Motors and Cornell University have col- 
laborated in the compilation of a weekly world commodity 
price series, based on 40 commodities which are considered 
to be identically comparable in countries in which there 
are no artificial restrictions on exchange rates. 

Among the countries whose prices are included in the 
index are the United States, Canada, United Kingdom, 
Australia, New Zealand, The Netherlands, Belgium, 
France, Sweden, and Finland. Commodities used in the 
calculation of the index figure include grains, livestock 
and its products, fats and oils, coffee, cocoa, sugar, tea, 
textiles, fuels, metals, rubber, hides, lumber, newsprint, and 
linseed oil. It is said that about 80 per cent of the world’s 
gainfully employed population are engaged directly in the 
production, processing, and distribution of 40 or 50 basic 
commodities of the type represented in the index. 

That the price structure is fundamental to economic 
thinking is well known, and an index which portrays 
world-wide price oscillations is a valuable contribution to 
the understanding of economic disturbances. The picture 
that is shown by the curve is, of course, similar to that 
shown by other price indices, with the high price peak of 
the war period, the fairly even plateau of the ‘twenties, 
and the precipitous drop at the beginning of the Great 
Depression. Because the index is made up of a smaller num- 
ber of products and those principally raw materials, this 





new statistical tool is naturally more sensitive and tends to 
fluctuate more widely than more inclusive commodity 
price indicators. 
Shipbuilding 

So mucH recent talk has been directed to the subject of 
naval re-armament that it is interesting to find that peace- 
ful merchant shipbuilding has been going on rather more 
than apace—in fact, current merchant ship construction 
represents the highest volume of boats built since the war 
period. During the first 32 weeks of 1938, the Marine 
Engineering and Shipping Review discovered, contracts for 
40 large merchant vessels aggregated over 350,000 gross tons. 

In contrast, merchant ships under construction on Janu- 
ary I, 1935, totalled only 49,223 gross tons. On August 15, 
1938, the tonnage had jumped to 528,880, a rise of 972.4 per 
cent in a little over 3! years, and an increase of more 
than 80 per cent in less than 8 months. Boats under 
construction include 26 cargo ships, 24 tankers, 4 passenger 
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TONNAGE SHipBUILDING—As of January 1, 1927-1938—Marine Engincer- 

ing and Shipping Review—The current increase in hoth merchant ship 

construction and naval construction has brought shipbulding to the 
highest volume since the war period. 


ships, 10 tugs, and 61 barges, besides other miscellaneous 
propelled and non-propelled vessels, such as trawlers, light- 


ers, towboats, and yachts. 


Peanuts 


THE LOWLY PEANUT went to market this past year in a 
crop of near-record proportions, according to Harold J. Clay 
of the U. S. Bureau of Agricultural Economics. More than 
a billion pounds were marketed, and of this total, farmers’ 
stock peanuts handled by peanut co-operative associations 
in the 1937-1938 season amounted to more than 173 mil- 
lion pounds. 

A large number of peanuts produced are crushed for oil, 
which is used in making vegetable shortenings, vegetable 
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cooking fats, oleomargarine, and salad oil blends. The 
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nomics—Peanuts have recently been produced in larger and larger quan- 
tities, and increased production has led to increased consumer usage in 
many different forms. 


residue from the crushing process—peanut meal—is sold 
chiefly to manufacturers of stock feed, the Bureau points 
out, and about 300,000 Southern acres were planted in 1936 
and 1937 with peanuts for “hogging-off.” 

Most important of the uses of peanuts, however, is in the 
form of peanut butter, and estimates of the industry indi- 
cate that 375 to 400 million pounds of nuts go into peanut 
butter each year. Other important modes of consumption 
are salted peanuts and peanut candy, although peanut bars 
have been yielding their popularity in recent years to bars 
of cocoanut, chocolate, mashmallow, etc. 


Public and Private Debt 


THE ANSWER to the question as to what economic rever- 
berations will ultimately result from recent trends in private 
and public long-term debt still belongs to the realm of specu- 
lation, but some light has been thrown on the subject by 
National Industrial Conference Board experts. 

There are, it seems, two mutually incompatible theories. 
One states that the steady rise in the national debt is no 
cause for alarm, since capital investments such as highways, 
dams, and bridges are as truly assets on the national balance 
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Pusiic AND Private Dest—zg930-1938—U. S. National Industrial Con- 

ference Board—Private long-term debt and governmental debt have 

shown opposite trends in recent years; public borrowing has increased 
while private borrowing declined. 





sheet as are investments in plant and equipment on a cor- 
poration’s books. Furthermore, exponents of this theory 
contend that public borrowing is necessary to provide em- 
ployment when private debt ceases to expand. 

It is otherwise argued that uneconomic government 
projects cannot be liquidated or curtailed by the ordinary 
forces of supply, demand, and price, nor can they be sold to 
extinguish the debt occasioned by their original purchase. 
In fact, one is confronted with the possibility of such 
projects becoming white elephants which must be sustained 
out of governmental revenues in the form of taxes. 

Not only has the volume of private debt declined, how- 
ever, but its composition has changed in recent years, with 
the result that urban mortgages rather than producers’ 
goods financing are the important element. It appears that 
public debt has been called upon in part at least to perform 
the functions heretofore accomplished by private debt. 


Industrial Profits in England 


INDUSTRIAL PROFITS in England, as shown by a survey 
made by The Economist (London), increased steadily from 
the bottom of the depression until the third quarter of 
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Ratio oF INpUsTRIAL ProrFits to CapiTaL IN ENGLAND—Third quarter, 
1929-1938—The Economist—The percentage ratio of profits to capital 
declined from 1929 to 1932, and then rose steadily until the year 1938. 





1938. The decline in total profits at that time was the 
first to be recorded in five years. Following a similar 
trend, the ratio of profits to industrial capital fell from 1929 
to 1932, and then rose until the latter part of 1938. 

English economists analyzed the September 1938 situa- 
tion as the beginning of a recession in Great Britain. They 
pointed out the peculiar nature of the depression’s on- 
slaught, since, contrary to generally accepted business cycle 
theories, consumer goods lines seemed to feel a decline of 
activity before construction industries. The discrepancy 
was explained in part by the simultaneity of rising costs 
and declining purchasing power as far as consumer 
spending was concerned, whereas the impact of recession 
upon the constructional trades was softened by controlled 
prices in steel and coal, as well as by the stimulation of 
re-armament. 
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HERE AND THERE IN BUSINESS 


WHAT'S NEW AS 





For Two Bits—Late in November 


there appeared in the lobby of the 
Hotel Sherman, Chicago, a slot ma- 
chine which played no music, made no 
offer to yield up a jack-pot, and was 
evidently incapable of telling weight, 
height, or fortune. For a quarter, none- 
theless, it promised some measure of 
health or wealth. It was in fact an 
automatic, coin-in-the-slot dispenser of 
insurance policies. Travellers passing 
through the lobby might insure them- 
selves against loss of hands, feet, or life 
through accidents encountered on a 
railway train for the next 24 hours. 
Maximum payment: $7,500, for death. 

Following the Sherman installation 
“which has given a very good account 
of itself,’ the makers, Insurograph 
Agency of America, Inc., Wichita, 
Kan., placed other machines in oper- 
ation in other likely sales spots. They 





OBSERVED BY THE AGENCY’S 


For TraveLtLers—first to be installed, 
a quarter-in-the-slot insurance dispens- 
ing machine is now in operation in the 
lobby of the Hotel Sherman, Chicago. 


will continue to do so, they say, just as 
rapidly as they can produce new ones 
and secure good locations. 

Operation is fairly simple. After 
catching a quarter, the machine stamps 
a policy (Great Northern) and opens 
a space where the insured-to-be writes 
his application. He next pushes a but- 
ton for delivery, raises the guard, and 
tears off the policy. Both the time 
stamp and the information on the ap- 
plication are retained in the machine 
on a duplicate policy. 


Quiz—“What’s your A.Q.?” asks 
Transcontinental & Western Air, Inc., 
(TWA) in a quiz pamphlet for pas- 
sengers who want to while away half 
an hour. Fifty questions draw on 
aviation lore, explain airship terminol- 
ogy, and here and there boost TWA’s 
safety precautions. Sample question: 

“Before you could be issued a pilot’s 
license you would have to know .. . 
that 

( ) a. All airplanes fly east at odd 

1,000-foot levels, west at even 
1,000-foot levels. 


( ) b. Planes may land at an air- 
port only when white flags 
fly on their own lanes. 

( ) c. Speed of all planes is limited 


to 200 miles per hour except 
on courses officially laid out 
for racing.” 


” 


The correct answer is “a. 


Safety Valve—Those of us who 
grew up on a farm remember those 
awful days when Bossy strayed into the 


alfalfa patch, lingering to indulge too 


greatly. 
swell way up, make us think she was 
about to die. Like a good farmer, 
father simply followed the customary 
practice and rammed a pitchfork 
through her ribs. This let out the gas 
all right, but was pretty rough on Bossy. 


She used to grow bloated, 


These days such a situation is han- 
dled differently, or rather it doesn’t 
even need to develop. A Dr. P. J. 
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REPORTERS 


Christiansen, of Bennington, Neb., has 
developed the Christiansen Safety 
Valve, which is permanently inserted 
in the cow’s side. Any cow so equipped 
can wander in alfalfa up to her neck 
and suffer no ill effects, unless she is 
disturbed by the slight whistle of es- 
caping gas. 


Eyes—On 1939 models even the 
Ford Motor Company, conspicuous 
hold-out for many years, has installed 
hydraulic brakes, making their accep- 
tance for automobiles virtually univer- 
sal. This, despite the fact that if the 
brake fluid leaks out the brake system 
fails. 

To stave off such failure the Hoof 
Products Company, Chicago, Ill. is 
now making a safety device which, 
when a break occurs, blocks the flow 
of the fluid, which normally courses 
back and forth from front to rear line. 
For example, if a leak develops in 
front, this part is shut off from the sys- 
tem, leaving adequate fluid in the rear 
line; that throws out the front brakes 
(they would be gone anyway), but the 
rear brakes are still good. The Hoof 
device consists of a chamber for the 
fluid, connecting the front and rear 


FLuoRESCENCE—From invisible rays which 
pass through fluorescent powders on the 
surface of the lamps (General Electric 
Co.) comes daylight-like illumination. 
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lines, with a Neoprene ball that wobbles 
about inside, waiting for an accident. 
When it happens the ball, pulled by 
pressure, locks against the entrance to 
the defective line. Two signal lights 
on the dashboard tell the driver 
whether four, two, or no brakes are in 
working order. Brake-Eyes, they’re 
called. 


The Whites—To inform the public 
about banking in general and to build 
good-will and new business for banks, 
the American Bankers’ Association has 
developed “Song and Story,” a new 
series of thirteen electrically transcribed 
radio programs. They are available to 
banks for use on their local broadcast- 
ing stations. 

For the song part the programs pre- 
sent popular music by the orchestra of 
Nathaniel Shilkret; for the story, a 
family of four, the Whites, in whose 
lives banking turns out to be pretty 
helpful and important. 

The programs consume fifteen min- 
utes: ten for music, four for the Whites, 
and a brief silence fore and aft to make 
way for local announcements of the 
sponsoring banks. They were put to- 
gether by the National Broadcasting 
Company, whose writers collaborated 
with the staff of the ABA. The record- 
ings were made by the Radio Corpo- 
ration of America. 

To make such advertising as easy to 
do as possible the Association also sup- 
plies a complete merchandising plan 
with the programs, including news- 
paper ads in mat form and blotter and 
folder throw-aways. 

Already the programs are being 
heard over WJMJ, Milwaukee, under 
the sponsorship of Group Eight of the 
Wisconsin Bankers’ Association. They 
are expected to issue next from KOB 
in Albuquerque, sponsored by New 
Mexico bankers. 


Aura—A “golden plate” mirror 
glass, which is reported to be a capable 
understudy for gold-backed mirrors, is 
being marketed by the Libby-Owens- 
Ford Glass Company. The color is in 
the glass. 


Report—The two-year-old National 
Consumer-Retailer Council (Dun’s 
Review, August, 1938) includes in its 
membership the American Home Eco- 
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RCA...the name symbolizing 
creation, progress, achieve- 
ment in radio! RCA... Radio 
Corporation of America. ..a 
family of doers writing history 
with sound in the sky! 

Makers of instruments for 
radio transmission and recep- 
tion of sound, code messages 
and facsimile reproduction. 
Makers of instruments for the 
recording of sound on records 
and on motion picture film. 
Creators of countless radio de- 
vices vital to science, indus- 
try, medicine, telephony, and 
public safety. 

RCA... creator of a nation- 
wide broadcasting service, The 
National Broadcasting Co. 


RCA Institutes, Inc. 
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RCA Manufacturing Co., Inc. 
National Broadcasting Company 
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RCA ... creator of a world- 
wide radio communications 
system with direct circuits be- 
tween the United States and 
43 foreign countries, and with 
ships at sea. . . a message ser- 
vice with the speed of light- 
ning. 
RCA...pioneer in research 
in radio, sound and television. 
Radio Corporation of Amer- 
ica... truly American, owned 
by a quarter of a million stock- 
holders in 48 states. 
RCA... 19 years a name 
across the sky... 19 years of 
service to all the world. 
Listen to the MAGIC KEY’? 
every Sunday, 2 to 3 P.M., E.S.T., 
on the NBC Blue Network 


Radio Corporation of America 


RADIO CITY, N. Y. 


R.C.A. Communications, Inc. 


Radiomarine Corporation of America 














FAIRS 


NEW PRODUCTS . .. NEW PROFITS 


Business executives who are on the lookout for 
new products to manufacture and sell—new ma- 
terials to work with—and new time- and labor- 
saving equipment will find a trip to the Leipzig 
Trade Fairs this Spring extremely profitable. 


Here at Leipzig in less than one week’s time, you 
cover the merchandise exhibits of some 6,500 
firms, and the engineering and technical displays 
of another 3,300 exhibitors. Your particular lines 
are completely covered by all the important 
manufacturers of the world. Some 34 nations are 
represented among the exhibitors. 


Advance indications already point to an attend- 
ance of more than 305,000 business executives 
and buyers from 72 countries—at the coming 
Spring Fairs in Leipzig, Germany, opening March 
5th. The great majority of these executives have 
attended the Fairs in Leipzig before—ca tribute 
to the benefits and competitive advantages to be 
gained by regular attendance. 


Every “‘top-flight’’ business executive should get 
the full details on these important, semi-annual 
international Trade Fairs. Write on your business 
or professional letterhead . for Booklet No. 57 
describing in detail the Merchandise Fairs—or 
for Booklet No.58 covering the Technical Fairs. 
Our New York Office—or an Honorary Repre- 
sentative near you—will be glad to help you 
determine what these Fairs offer your business. 
There is no obligation. Write today. Leipzig 
Trade Fair, Inc., 10 East 40th Street, New York. 


General Merchandise Fairs 
March Sth to 10th 


Great Engineering and Building Fairs 
March 5th to 13th 


WRITE FOR THESE BOOKLETS 


FOR 700 YEARS THE 
WORLD’S MARKET PLACE 











nomics Association, the General Fed- 
eration of Women’s Clubs, the Na- 
tional Retail Dry Goods Association, 
and the American Retail Federation. 
Its consumer members want more com- 
plete labeling; its retailer members 
want to find out how much more it is 
feasible to have labels tell. 

To determine just what information 
consumers want and what information 
manufacturers and retailers can give, 
the Council last Summer went about 
making a survey, issuing questionnaires 
by the thousands. Now all returns are 
in, tabulating is scheduled to be com- 
pleted within the month. As soon after 
that as the members agree on the form 
of a report, copies will be made avail- 
able at a nominal cost to all non- 
members who are interested. 


Food Service—As with human 
beings, so with associations, declared 
Charles Wesley Dunn to the Associated 
Grocery Manufacturers when they held 
their annual meeting a few weeks ago. 
The first part of an individual’s life, 
Mr. Dunn observed, is a time of edu- 
cation and original growth; the second 
part, of applying knowledge and gain- 
ing experience; the third, a period of 
greatest opportunity for self-expression, 
self-development, and service to society. 

It seemed to him, Mr. Dunn con- 
tinued, that in his 25 years as general 
counsel to the grocery manufacturers 





the first phase of the association’s life 
had passed, the second come and gone, 
and the third was just about to begin. 
Not saying so in so many words, he 
seemed to imply that society would 
well be served through low prices and 
by opposition to resale price mainte- 
nance and anti-chain store legislation. 

More explicit in his suggestions for 
the future was the proposal that the 
grocery association establish an Insti- 
tute on Nutrition, “preferably at and 
under the auspices of a leading uni- 
versity.” It should be “housed in its 
own building, organized and directed 
on the highest scientific basis; effective- 
ly operated in the field of pure and 
applied science relating to food and 
its use; and dedicated to the public 
health.” Delegates at the meeting 
thought such a venture might cost a 
quarter of a million dollars to set up, 
that much each year to operate. 

Just now this suggestion for self- 
expression is still in the incubator stage. 
Clarence Francis, president of General 
Foods, has been appointed to select a 
committee and with them to study the 
proposal and report on it. Perhaps they 
will four or five months hence at the 
association’s mid-year session. 


Educator—Designed primarily to 
help small and middle-sized retailers 
through self-education, a new publica- 
tion of the Bureau of Foreign and Do- 


Open Heartu—Many visitors at the thirteenth biennial National Ex- 
position of Power and Mechanical Engineering, the “Power Show,” in 
New York last month were attracted to the miniature steel foundry 
which was part of the display of the Jones & Laughlin Steel Company. 
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mestic Commerce, United States De- 
partment of Commerce, may prove to 
be of use as well to alert wholesalers’ 
and manufacturers’ missionary sales- 
men. These last know well enough 
that “self-education” is all very well; 
the big trick is to get it started, and in 
starting it there may be latent good will 
for the prompter. 

The paper-bound booklet is called 
“Store Arrangement Principles,” con- 
sists of two parts. The first describes 
basic layouts, telling the why and how 
of merchandise display for various 
types of goods; the second, in pictures 
and text, presents examples of well-run 
stores selling food, hardware, automo- 
bile accessories, drugs, millinery, wom- 
en’s and children’s wear, books, shoes, 
and flowers. 


Suggestion—The December day 
that Mayor Fiorello La Guardia, of 
New York, donned a pair of goggles 
and went to work with a blow-torch on 
the long-threatened Sixth Avenue “E],” 
private enterprise was putting on a 
much better show only three blocks 
away, at Rockefeller Center. 

The Mayor’s performance, to be sure, 
had the virtue of being almost an im- 
promptu one: only the night before 
was announcement made that he would 
appear at the 53rd Street bend-in-the- 
road at eleven the next morning. When 
he did there was only a handful of spec- 
tators. As they grew to be a crowd of 
a hundred more they were promptly 
dispersed by policemen shouting 
“Break it up, boys” and “Keep mov- 
ing.” Those who managed to keep 
moving and still remain within view 
of the ceremony saw workmen of the 
Harris Structural Steel Company com- 
plete the job of cutting the girder free, 
swing it into a waiting truck, and pack 
up their tools for the day. No more to 
see, policemen said, until January 3. 

At Rockefeller Center, on the other 
hand, the show was running continu- 
ously. There kibitzers, unmolested, 
watched excavation operations for a 
new sixteen-story building from the 
convenient vantage point of the Side- 
walk Superintendents’ Club. This is 
the 100-foot long, screened-in pavilion 
which bears the Dutch motto: “De 
Beste Stuurlui Stan Aan Wal” (“The 
best pilots stand on the shore.”) 

Most of the staurlui were contented- 
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Field Warehousing 


4y Douglas-Guardian 
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Borrow on your Inventory 


—To get needed money quickly . . . without red 
tape. . . and on favorable terms 


Field Warehousing has been described as “Public Warehousing brought 
to the merchandise.” Salable merchandise in bonded storage has 
always provided ideal loan security from a banker’s point of view. 


Field Warehousing by Douglas-Guardian makes your inventory suitable 
collateral wherever it may be. Right on the premises the bonded Field 
Warehouse is set up. We take care of all legal requirements, custodian- 
ship, issuing of Warehouse Receipts, and the release of the merchandise 
as the loan is liquidated. 


It’s a form of financing that keeps growing in volume, because attractive 
to the banker and favorable to the borrower. The heads of our business 
have had over 15 years of successful experience in this field. We are 
working with hundreds of the country’s soundest bankers. Through our 
12 offices we render a national service. We will welcome your inquiry 
and gladly answer your questions. 


Valuable Booklet FREE on request 
Clip coupon NOW as reminder 
With our free booklet, offered below, we'll also send you 


valuable data on the laws in various states, most of which per- 
mit more liberal loans on warehoused collateral. 





Douglas-Guardian Warehouse Corp. 
100 W. Monroe St., Chicago, Ill. 


] 
| 
Please send me your booklet “Financing the Modern Way.” ] 
Also information on state laws governing liberal loans on ware- | 
house collateral. 


It’s a comprehensive ex- 
planation of Field Ware- 
housing in concise form. 


CR NO oa ce es aatnnpncmcnnmu dined ; 


Tells ty there is no sub- I ica ccsrcanasapaiciodaceunieaastcadhs pcidhstao iene tah pao eameue nasa orag nee | 
stitute for experience in 
rendering this service. PE RS a te | 


Clip the coupon now, as a jacscccanaameodesteie 
reminder, | ES le EES as icy spc cl cl ca Sg | 


Douglas-Guardian 
Warehouse Corporation 


National Warehousing Service 
100 WEST MONROE ST., CHICAGO, ILL. 
118 NORTH FRONT ST., NEW ORLEANS, LA. 


MEMPHIS, TENN. DALLAS, TEXAS 
SPRINGFIELD, MO. ROCHESTER, N. Y. 
SAN FRANCISCO, CAL. CLEVELAND, O. 


Also branch offices at 
EASTON, MD. TAMPA, FLA. 
NEW YORK, N. Y. LOS ANGELES, CAL. 
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RECORD-KEEPING | 
EFFICIENCY . . 


MiShecis Loose Leaf Binders and Record 





Sheets will help you keep your records 

more conveniently, more economically. 
Simple and accessible. A great number of sheets 
may be safely held insmall space. Sheets may 
be removed instantly without disturbing others. 
Pages easy to transfer. Held in perfect security 
and alignment. 






BOOK 


Contains life - size 
bookkeeping forms 
pacar tae filled in, 

ustrating uses— 
a MOORE form for 190 Pages | 
every kind of record. Will help you with your 
accounting problems. Used by over 300,000 
leading firms. Fill in coupon, attach to letter- 
head, mail, and 140 page book will be sent _/vee. 


JOHN C. MOORE CORP., Est. 1839 
6223 Stone Street, Rochester, N. Y. 





Name 




















EDITORIAL ECHOES 

Seventeen editors of newspapers, magazines, 
trade journals, and banks and business concerns 
requested permission to reprint ‘‘The Business 
Man Also Revolts,’’ by Charles D. Ammon, in 
the June Dun’s Review. 

Such echoes reflect an appraisal of the editorial 
content of the magazine by readers and editors 
that suggests a studied appraisal of the adver- 
tising values. 























PE TERSON 
Equipment an- 
swers locker room 
checking and 
home ‘‘wraps”’ 
problems — is 
standard in finest 
offices, buildings 
and institutions. 


FOR OFFICES 
the patented 3-U 
Wardrobe Rack 
saves valuable 
floor space. Ac- 
commodates 3 per- 
sons per sq. ft.— 
hats, coats, over- 
shoes and umbrel- 








las. Eliminates 
locker room filth, 
theft and stalling. 

Rigid square tu- 
bular steel, beautifully finished in 
walnut, olive green or mahogany. 
Fits anywhere—any length by the 
foot. 4-ft. unit complete with 12 
wooden hangers. 


sich 








ity of closets, wheels out—permits 
cleaning and sunning without han- 
dling of garments 

FOR CHURCHES, Hotels, Schools, 
Clubs, the Special ‘‘5-50°’ portable 
rack accommodates 50 people in 5 ft. 
Set up anywhere in a few minutes. 
Stores in less than 2 sq. ft. All steel, 
choice of 16 colors, complete with 
hangers and checks 

Shipped to rated firms on 10 Day 
Approval. Write for Catalog showing 
most complete line built 


’Uao LA 

aes ei VOGEL-PETERSON CO., Inc. 
“The Check Repom People” 
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FOR THE HOME— increases capac- | 
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ly gazing at the steam-shovels below, 
but a few were clustered about the 
bulletin board, reading of a new luxury 
which was to be provided for them: 
“Notice! In compliance with the many 
requests received in the Suggestion 
Box a whistle is to be installed. The 
whistle will be sounded a few seconds 
before a blast to warn all members that 
a blast is about to occur.” 


Envelope—To carry blue-prints 
which are subject to frequent handling, 
shuttling about from office to office and 
city to city, Curtis 1000, Inc., is produc- 
ing a life-prolonging envelope. Called 
Visulope, it is made from a thermo- 
plastic sheet which is said to withstand 
moisture, not become brittle with age, 
and to be oil and grease-proof—qual- 
ities any long-suffering blue-print 
would look for. 


Sale—Afternoons these Winter days 
—indeed from October to May—art 
patrons, dealers, and newly-weds 
gather at the American Art Association 
—Anderson Galleries, Inc., in mid- 
town New York, to watch paintings, 
furniture, and books go under the 
hammer. Auctions there follow pub- 
lic exhibition of the items during the 
preceding week. They are hardly 
recognizable as auctions in the Atlan- 
tic City sense of the word; in fact, there 
is no hammer. 

Sales are conducted in pontifical 
solemnity in an auditorium which re- 
minds one somewhat of Carnegie Hall 
on a smaller, more comfortable scale. 
While they are in progress one has a 
feeling that something pretty signifi- 
cant is afoot. And perhaps there is, for 
the AAA-AG’s sales are at opposite 
poles from catchpenny auctions. Pos- 
sessions of considerable value, both as 
tangible wealth and as remembrance of 
things past, are changing hands. More- 
over, the institution is far from an up- 
start, tracing its own ancestry back to 
1837. 

The first in its lineage was Bangs & 
Company, primarily a book auction 
house, but active too in the dispersal of 
art property. Bangs was absorbed by 


' the Anderson Galleries, founded in 


| 


1900. Then in 1929 Anderson merged 


| with the American Art Association, 


which itself was nearly 50 years old. 


_, In addition to holding public sales it 
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prepares catalogues for collectors and 
makes appraisals for tax and insurance 
purposes. With catalogues for each 
sale widely circulated, buyers in other 
cities bid by mail, phone, or cable. 

Housed in its own block-wide, Ro- 
manesque basilica, it conducts itself 
with much dignity. Partly this is be- 
cause such reserve is good business, 
partly because it cannot help it. After 
all, the sum of final bids now totals 
$160,000,000 and seven of the sales have 
brought more than a million each. The 
art collection of Judge Elbert H. Gary, 
at $2,290,000 in 1928, is tops so far. 
Other consignors, dates, and rounded 
amounts: Robert Hoe, 1910-1912, $1,- 
930,000; Jerome Kern, 1929, $1,730,000; 
Viscount Leverhulme, 1926, $1,248,000 
(Dun’s Review, April, 1938). The 
Gutenberg Bible passed through in 
1926 for $106,000. 

Sales are conducted by A. N. Bade 
and E. Harold L. Thompson. The day 
we sent our representative Halsey up 
there the auctioneer was the four- 
named Mr. Thompson; Halsey noticed 
that the “Mister” was more often 
“Major.” It turned out that after being 
transplanted from Ireland Thompson 
served in the North-West Mounted 
Police. At ease in the exhibition rooms 
he is still the jovial son of Ulster, but 
in the rostrum he straightway assumes 
the rdle of the stern dispenser of justice. 

One of the requirements of Major 
Thompson’s office is the ability to talk 
continually for three hours without de- 
scending to the bromides of “What am 
I bid?” “Who'll boost it again?” and 
“Going, Going, Gone.” This he does 
in a variety of ways. To begin the bid- 
ding he will suggest a sum, following 
it with “Shall I say?” “Would you?” 
“May I?” or “I presume?” (rising in- 
flection). Then as the bidding pro- 
gresses: “One hundred and ten, and 
now your twenty; one hundred and 
twenty, now your thirty” (pretty dic- 
tatorial). As the bids dwindle: “Is 
there any advance at one hundred and 
fifty, is there any advance?” (very 
broad a). If no advance, simply “sold,” 
with a wave of the hand. 

At the end of the day it’s not “Kindly 
walk out slow,” but “That, ladies and 
gentlemen, concludes the afternoon’s 
sale, and I thank you.” As the congre- 
gation files out to the accounting de- 
partment, there is no recessional hymn. 
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MACHINE 
WRECKING 


(Continued from page 24) 


ashes, and if you have the impudence 
to fire at any of my men, they have 
orders to Murder you and burn all 
your Housing. 

Another document in the Home 
Office which reveals the general nature 
of the opposition is a long and not too 
metric ode entitled “General Ludd’s 
Triumph.” The first verse is as follows: 
The Guilty may fear but no vengeance 

he aims 
At the honest man’s life or Estate, 

His wrath ts entirely confined to wide 
frames 

And those that old prices abate. 

Those Engines of mischief are destined 
to die 

By the Unanimous vote of the Trade 

And Ludd who can all opposition defy 

Was the Grand Executioner made. 

For a period of perhaps 30 years, the 
machine was the object of wholesale 
destruction at the hands of well-or- 
ganized secret societies of British tex- 
tile workmen. The delay to the estab- 
lishment of productive machinery in 
England which these movements en- 
tailed must be calculated in scores of 
years. 

It is interesting to recall that the very 
term “sabotage” is significantly, al- 
though probably erroneously, thought 
to be derived from the practice of Lyons 
textile workers throwing their heavy 
wooden footwear into the machines 
they tended. 

Nor has the United States been free 
from similar demonstrations against 
labor-saving machines. It is stated that 
arson was the fate of the first steam 
saw-mill in America in 1811, while 
stories are common of farm hands 
gathering in mobs as late as 1870 to 
burn self-binding harvesters. 

And the end is not yet. Today we 
have with us a crescendo of voices 
which rise to protest almost every new 
labor-saving technical and mechanical 
development. We shall have them 
with us tomorrow as well. And in 2930 
our descendants will hear objections to 
the new electron-propelled interstellar 
transports. Because those contraptions 
are certain to raise hob in the rocket- 
ship repairing industry! 
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. 74 Pages of Comprehensive 
<Sseven \\ Information Concerning 








@ What to look for in municipal bonds; what to avoid; what makes 
for salability and how toevaluate such factors; what about the tax-exempt 
feature—its importance, its permanence; what of the standards of insur- 
ance companies in their municipal purchases; how about the depression 
record of municipals, their present position—these and dozens of other 
vital questions are discussed and answered in this 74-page book. It 
provides, in non-technical form, information that otherwise could be 
gotten only through extensive reading and research. A copy will be 
Sent to interested investors upon request. Ask for booklet Dv-33. 


CHICAGO, 201 SO.LA SALLE STREET - NEW YORK, 35 WALL STREET 
AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. INc. 

















REACHING CHIEF EXECUTIVES OF LARGE CORPORATIONS 

Dun’s Review provides direct approach to the chief executives of large corporations. 

With a circulation of 50,000, more than 30,000 are officers of their companies; of these 
20,283 are presidents. 

57.2% of the companies are manufacturers; 26.4°4 are wholesalers; 9.3% are banks, 
financial, insurance companies. 

42.3% of the circulation is in companies rated over $125,000, offering exceptional 
coverage of the active concerns with substantial purchasing power. 











Protect 
Against the 


MAN OF 
1000 NAMES 








Today he is John Jones, yesterday Thomas Smith, tomorrow any- 
one whose handwriting he copies. The forger has 1000 names because he lives 
by borrowing signatures. 

You lose when you lend your signature. For your signed name, even 
borrowed and faked, is a key to wealth. Once on the dotted line, it releases to 
the forger, money, securities, merchandise . . . your own or your institution’s. 

Forgery insurance is important to banks, companies and individuals because 
it reimburses for loss that is created by the Man of 1000 Names. 


AMERICAN SURETY 7 


COMPANY 


NEW YORK CASUALTY 


COMPANY 
HOME OFFICES: NEW YORK 
Both Companies write Fidelity, Forgery and Surety Bonds and Casualty Insurance 
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THE BUSINESS BOOKSHELF 


. » FINANCE . . . ECONOMICS . . . GOVERNMENT 


BUSINESS . 


HE Twentieth 
Inc., has published an omnibus of 
debt which should be of especial in- 
terest to bankers and insurance com- 
pany executives and to other business 


Century Fund, 


men who wish to enhance their under- 
standing of some of the basic forces at 
work in the last Titled 
Debts and Recovery, 1929 to 1937, it 
consists of two parts. The larger part 
of it contains the “factual findings” 
prepared by Albert Gailord Hart; ap- 
pended to this is a program of recom- 
mendations by a Committee on Debt 
Adjustment, headed by J. Lionberger 
Davis, Chairman of the Board of the 
Security National Bank Savings and 
Trust Company, St. Louis. 

In 1929 the total of outstanding debts 
in the United States was something 
more than $250 billion, as it is now 
again. But within the interlacing struc- 
ture of institutional and private obli- 
gations significant changes occurred. 
Tax exempt securities, representing 


ten years. 


BOOK | 


THE GROWTH OF CHICAGO 


| 
Professor of Finance, University of Pennsyl- | 


debts of government bodies, increased 
from $32 billion in 1929 to 53 by 1937; 
corporation bonds from $47 billion to 
50; life insurance obligations to policy- 
holders from $12 billion to $20 billion. 
Important shifts in the other direction 
were in mortgages on farms and urban 
property, down from $40 billion to 35, 
even though shored up by Federal 
agencies; short-term debts receivable 
at banks and corporations, from $53 
billion to $30 billion. Building and 
loan associations lost half their mem- 
bers, and their net assets fell almost a 
third from their 1930 peak. 


Interest Load 


Fixed charges on debts exerted a 
great strain on the economy in the 
major depression which followed 1929, 
effecting a marked redistribution of in- 
come. Whereas interest made up only 
6.5 per cent of income paid out in 1929, 
it represented 10.2 per cent in 1932. 
“The debt crisis,” Mr. Hart concludes, 


CURRENT READING 


AUTHOR 


“is interwoven with other aspects of 
the depression.” His report “attempts 
to show how each aspect of the de- 
pression debt tangle grew out of the 
decline of business and improved as 
business revived, and also how each 
aspect contributed to the decline and 
how its handling affected recovery.” 

Mr. Hart’s analysis of depression 
debt history is arranged by class of 
debtor, approximately in the order in 
which the crisis became so acute that 
the government intervened with special 
measures for the different debtor 
groups. An excellent series of charts 
helps to reveal quickly and clearly the 
changing amounts and composition of 
debts and receivables of banks, insur- 
ance companies, building and loan 
associations, individuals and unincor- 
porated business, and corporations. 

In its recommendations the Com- 
mittee suggests that limitations on legal 
investments for insurance companies, 
savings banks, and trustees be widened, 


SUMMARY 


Against the background of local and national history, the story 


BANKS, by F. Cyril James. Harpers, 
2 volumes, $8. 


FOR THE CITIZEN, by 
Knopf, 1,082 pages, 


SCIENCE 
Lancelot Hogben. 
$5. 


REVENUE BONDS, by Robert F. Fow- 
ler, Jr. Harpers, 241 pages, $3. 


LABOR PROBLEMS AND LABOR 
LAW, by Albion Guilford Taylor. 
Prentice-Hall, 663 pages, $5. 


SUGGESTIONS FOR USE IN MAK- 
ING A CITY SURVEY, by Ada Lillian 
Bush. United States Department of 
Commerce, 56 pages, 10 cents. 


DEBTS AND RECOVERY, 1929-1937. 
Twentieth Century Fund, Inc., 366 
pages, $2.75. 


THE CAUSES OF ECONOMIC FLUC- 
TUATIONS, by Willford I. King. 
Ronald, 353 pages, $3.50. 


THE ABC OF THE FEDERAL RE- 
SERVE SYSTEM, by Edwin W. Kem- 
merer. Princeton University Press, 292 
pages, $2.50. 





vania; author of England Today and Cyclical | 


Fluctuations in the Shipping and Shipbuild- 
ing Industries. 


Professor of Biology, University of Aber- 
deen; formerly taught at London School of 
Economics; author of Mathematics for the 
Million. 


Author of American Investment Trusts and 
Introduction to Wall Street. 


Professor of Political Economy and Assistant 
Dean of the Marshall-Wythe School of Gov- 
ernment, College of William and Mary. 
Chief of the Consumer Market Section, 
Marketing Research Division, 
Foreign and Domestic Commerce, United 
States Department of Commerce. 


Factual findings by Albert G. Hart: program 
for debt adjustment by a commite e of econ- 
omists and business men, headed by J. Lion- 
berger Davis. 


Professor of Economics, New York Univer- 
sity; author of The Wealth and Income of 
the People of the United States and The 
National Income and Its Purchasing Power. 


Professor of International Finance, Princeton 
University; sometime financial advisor to 
thirteen countries; economic consultant to a 
number of investment houses. 
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Bureau of | 


of the development and influence of Chicago banks, through the 
period of State inflation, the nationalization of the banking 
system in 1863, the panic of 1893, and up to the present day. 


The second of Mr. Hogben’s self-educators, “primers for the age 
of plenty,” this is a half-popularized account of scientific knowl- 
edge, matching that knowledge against contemporary needs and 
suggesting possible new applications to fulfill them. 


Revenue bonds, representing fully self-liquidating loans to States 
and municipalities, are discussed in this book from the point of 
view of the investor and the investment dealer. 


A review of the history of the labor movement and a compre- 
hensive study of problems arising in industrial relations looked 
at in the light of labor laws and their interpretation in the courts. 


Purposes of making city surveys, what manufacturers and dis- 
tributors look for in them, a suggested outline to follow, and 
suggested sources of the data called for by the outline; also 
suggestions about sources of related material. 


Changes in the internal debt structure through the depression— 
what happened to the debts of government bodies, corporations, 
banks, insurance companies, and individuals; also a debt- 
adjustment program for the future. Reviewed in this issue. 


A discussion of the several theories about why business has its 
ups and downs, the record of past depressions, and suggestions 
about the possibilities of anticipating and controlling future 
cyclical movements. 


A completely revised edition which analyzes the growth and 
evolution of the Federal Reserve System, summarizes the most 
recent changes, and discusses the effect of the Gold Reserve Act, 
Silver Purchase Act, and the Bank Act of 1935. 
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so that some savings will be diverted 
from fixed-interest securities to “equi- 
ties’—partnership or common. stock 
ownership in business. It proposes 
also the gradual elimination of tax- 
exempt securities, and, where possible, 
the “pay-as-you-go” basis for municipal 
financing. Debts, it urges, should not 
exceed the life of the assets underlying 


FROM WASHINGTON TO MUNICH 


(Continued from page 8) 


but it is epitomized most clearly in the 
sorry tale of procrastination in the mat- 
ter of disarmament. This is not the 
place to repeat a story which students 
of history will find fully recorded... . 


In Retrospect 


It is equally futile to recall the past 
merely for the purpose of grieving over 
disappointed hopes or causes that have 
failed. “It might have been” is never 
an inspiring text. The value of a retro- 
spect is rather to learn the lesson that 
evil can be averted by wisdom and 
understanding provided that we have 
also the courage and determination to 
grapple with our own fate. 

Recent events have left us face to face 
with a grim and menacing world. The 
lamp of freedom is burning very low 
in Europe. Those who share our idea 
of the things that make life worth 
while, who dream of a tolerant world 
in which men can come and go freely, 
can think for themselves, can count on 
decent behavior from their neighbors 
and have a chance to make their own 
way, have had their hopes badly shat- 
tered. The prestige of the democracies 
is at a low ebb; the idea of might is in 
the ascendant; every small nation looks 
to the future with fear in its heart. We 
have to brace ourselves for a struggle 
of wills, for a great conflict of ideas and 
for a test of character and endurance. 


Cause for Hope 


This, however, may be said for our 
comfort. We have seen recently that 
the political systems of Europe that 
are most detached from the popular 
will have had to give heed to the nat- 
ural instinct of mankind to save itself 
from self-destruction. We may be 
equally certain that it is only a mat- 
ter of time before the unquenchable 
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them, and mortgage moratoria should 
be gradually eliminated. Approving 
recent changes in the laws governing 
sankruptcy, it proposes that “further 
reform should aim to secure conversion 
of debt into direct ownership in cor- | 
porate reorganizations, and should aim | 
to increase the flexibility of debt con- | 
tracts.” 





vitality of the human spirit begins to | 
break through the shackles that confine | 
it in so many countries ot the world. | 
The ordinary men and women of Ger- 
many are not unlike the men and 
women of other countries. Their out- | 
look has not been radically changed | 
though knowledge may be denied | 
them. 

The spirit of liberty is not dead in | 
Europe. But it has been temporarily | 
hypnotized, by mass suggestion and by | 
reiterations of the voice from the micro- 
phone, into a state of coma. It will | 
slowly revive if there is an interval of | 
peace and if the nations which are still | 
free communities can show that they | 
are as efficient and as courageous as | 
those which have surrendered to dic- | 
tatorships. . . . 


| 
ANSWERS | 
TO THE QUIZ | 


Now that you travellers have finished | 
the quiz on pages 19-21, here are the | 
answers. For each correct answer on 
questions 1 through 20, score one point; 
for each correct answer on questions 
21 through 40, score four points. Read- 
ers whose score totals 100 will be re- 
warded with a suitably engraved Certi- 
ficate of Distinction. | 


TF nih wc aA 
2" nik mC 32. B 
37M wy W 22 3 C 
4S 4X 4A %A 
eG wer wae 35. B 
6R 16L 262A 364A 
2h HE BHC HRS 
8B 18D 28.A 38D 
9  & 1g. J 20. A 39. B 
1. Y 20..F 30.A 40.C | 
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SUPERB STREAMLINED FLYERS 


@ In these two magnificent streamliners 
of gleaming stainless steel, Santa Fe offers 
western travelers the utmost in personal 
service, beautiful appointments, and 
smooth riding speed. 

The Super CHIEF — twice-weekly be- 
tween Chicago and Los Angeles—is the 
only all-Pullman, extra-fare, 39% hour 
transcontinental streamliner @ The CHIEF 
—extra-fare, all-Pullman—is the fastest 
daily train between Chicago and Los 
Angeles, and the only daily streamliner 
between these two points. 

Advance reservations on these superb 
streamliners may be arranged through 
any railroad ticket office or travel agency 


Santa Fe's Fleet of Fine Trains 


©The Super Chief and Chief are but two of Santa 
Fe’s great fleet of trains, offering every type of 
swift, comfortable service to and from California. 








T. B. Gallaher, P. T. M. 
Santa Fe System Lines 
1236 Railway Exchange 
Chicago 
























TO 
A MANUFACTURER WHO 


DOES NOT 
ADVERTISE 


Advertising may not be for you. 








It can’t perform miracles. It can’t 
ems put life into a dead article. There = 
are some products it can’t budge. 

But it can get behind a staple or 
specialty and often lift it into 

new 





it—Advertising may be the single tonic 

needed to extend present distribution, in- 

crease dealer “push” and consumer volume. 
A few thousand dollars put into a soundly 
planned test program may disclose astonishing 
possibilities for new and permanent sales in- 
creases. 


[| products already sell well WITHOUT 


Without expensive “studies,” surveys or con- 
tracts, we have shown former non-advertisers 
how to make small appropriations pay big 
profits. If we do not think we can do the same 
for your company, we'll admit it frankly—be- 
fore we start. Moreover, your invitation to 
present our ideas will bring no high-pressure 
follow-up upon you. We’re too busy. 


Exactly how we would apply Advertising to 
your particular product or service, 
we shall be glad to put before 
you, without obligation. 


HUDSON ADVERTISING COMPANY 


Established 1904 
21 West Street New York City 











PRESIDENTS DO READ 
AND WRITE 


I 


The author of an article in a recent issue of 
Dun’s Review received 26 letters direct from 
readers. Seventeen of these letters were signed 
by the presidents or heads of their companies. 


II 
A manufacturer of an office equipment device 
received 113 letters of inquiry. Sixty were from 
manufacturers, 37 from wholesalers, 2 from 
banks, 14 miscellaneous. Fifty of these com- 


panies are rated from $125,000 to over $1,000,- 
000. Twenty-two were signed by presidents. 
Ill 


An advertiser of a special service to business 
received 31 inquiries, of which 18 were from 
manufacturers and 7 were from banks, financial 
institutions, and insurance companics. 


IV 


Of 52 requests received for a booklet on export 
conditions, 15 were from concerns rated from 


$125,000 to over $1,000,000. 











OVER THE EDITOR’S DESK 


CONTRIBUTORS . . 


IR Walter Thomas Layton (pages 

7-8) was born in London in 1884. 
Following the years in which he stud- 
ied at University College, London, and 
Trinity and Caius Colleges, Cam- 
bridge, he taught economics. 

Then in 1917 he began what was to 
be an active réle as advisor and dele- 
gate. In that year he represented the 
Ministry of Munitions on the Milner 
Mission to Russia and was a member 
of the Balfour Mission to the United 
States. After the War he served as a 
member of the Munitions Council of 
the League of Nations and was Direc- 
tor of the League’s Economic and Fi- 
nancial Section. He was also British 
Delegate to the World Economic Con- 
ference, 1927, British member of the 
Organization Committee of the Bank 
of International Settlements, 1929, and 
Financial Advisor to the Indian Statu- 
tory Commission, 1929-1930. 

Besides his seventeen-year editorship 
of The Economist, Sir Walter Layton 
has had other business interests, as 
Chairman of the News Chronicle, Ltd., 
and the Star Newspaper Company, 
Ltd., and as a director of the National 
Federation of Iron and Steel Manu- 
facturers. . . . His article, reproduced 
by permission, originally appeared in 
the October 22, 1938, number of The 
Economist; parts of it have been omit- 
ted in reprinting it. 


Arter being graduated from Am- 
herst College in 1933, Alfred Friendly 
(Machine Wrecking: Ancient Pana- 
cea) passed two years in the Depart- 
ment of Commerce and the NRA as, 
he puts it, “front-office stooge and 
handyman for various officials.” 

After that he and an ex-classmate 
told Washington good-bye, began a 
year of itinerant laboring, working 
westward and up and down the nation 
as manual laborers, fruit-pickers, and 
hoboes. For the last two years, Mr. 
Friendly has been a staff writer on the 
Washington Daily News, reporting 
Federal affairs. 


In 1931 the Procter & Gamble Com- 
pany, at a cost of $400,000, kept its 
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. COMING NEXT MONTH 


employees at work for 48 weeks. Since 
then it has become increasingly well- 
known for steady employment. In 
next month’s number Richard R. Deu- 
pree, president of Procter & Gamble, 
will discuss his experience with this 
policy in his own company and in 
others as he has become familiar with 
them in his recent work with the Busi- 
ness Advisory Council of the Depart- 
ment of Commerce. 


Tue two lines below the view of 
New York (page 4) are from “Pro- 
gression” a poem contained in the vol- 
ume “Progression and Other Poems” 
by A. M. Sullivan. Mr. Sullivan is an 


associate editor of Dun’s Review. 





ACME 


SIR WALTER LAYTON 


Even the busiest of men seem to have 
their recreations; Sir Walter Layton’s, 
for example, are golf and music. 
Also next month, Dr. B. F. Morrow, 
physician and artist, will contribute an 
article on the importance of hobbies 
for healthful relaxation. Some of our 
readers may remember him as the 
author of Industry Depicted in Prints, 
in the May 1937 number. 


Aso in February, A. M. Sullivan 
will tell about commercial life and 
death on a business block whose for- 
tunes he has been following for ten 
years. 

Since the modern building with its 
ten glistening stores was first erected 
in 1928, some tenants have stayed all 
ten years, others have come and gone. 
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In addition to the record of stability 
and change, Mr. Sullivan will outline 
what he has discovered about the quali- 
ties requisite for survival. 


“Taxes are a vitally important busi- 
ness problem, yet no one actually 
knows the present tax burden on trade 
or industry.” That is the first sentence 
of a letter that is being sent by Dun & 
BrapsTrEET, INc. to some two million 
business enterprises. The letter asks for 
information; it is one of the steps in an 
important research activity, the results 
of which will appear in Dun’s Review. 

In the new study, the main purpose, 
as in “The Survey of Business Trends” 
reported in this magazine last year, is 
the estimating of sales and inventory 
trends. As before the sales and inven- 
tory figures will be broken down by 
industries and trades, and trends by 
size of concern will be studied. The 
schedule provides for publication of 
preliminary estimates in the March 
Dun’s Review and of the final figures 
in the May number. 

Examination of the tax burden on 
business is new this year. It will 
answer such questions as: How much 
of the total tax burden rests on busi- 
ness? Do taxes bear most heavily on 
small, medium, or large enterprises? 
Which industries carry the heaviest 
burden? How much is Federal, how 
much State and local? This is the first 
attempt on so wide a scale to obtain 
information of this nature. 

The survey questionnaires have been 
prepared in two parts as in many con- 
cerns the tax information may not be 
ready as early as is the sales and in- 
ventory data. It is planned—hope- 
fully, perhaps—to give the preliminary 
tax estimates in the April number; the 
final figures in the June number. 


The information reported by con- 
cerns will be used for research purposes 
only; no individual figures will be 
published; the information received on 
the questionnaire will not be available 
to the regular reporting divisions of 
Dun & Brapstreet, INc. 


Unoer the title They Said It with 
Inventories there will be published 
within the next month a booklet which 
will be Supplement Number Two to 
the 1937 edition of Behind the Scenes of 
Business. These publications by Roy 
A. Foulke, Manager, Analytical De- 
partment, Dun & Brapstreet, INc., are 
well known to those many business 
men, bankers, accountants, and econ- 


omists who use the financial ratios pre- | 


pared each year under his direction. 

In the new booklet is much that will 
be recognized by readers of Dun’s 
Review for it is largely the article 
“Financial Ratios as Guides to Operat- 
ing Policies” from the December 1938 
number. 

In the booklet there will also appear 
the upper quartile and the lower quar- 
tile figures. When all reported figures 
are arranged in a column in order from 
the highest to the the lowest the quar- 
tiles are, of course, found one-fourth 
and three-fourths of the number of re- 
ported figures from top to bottom. 
With them, it is possible to note quickly 
whether a concern’s ratio falls within 
the range of the middle half of all ex- 
periences reported. 

Besides that, the booklet will show 
the fourteen ratios for 72 lines of busi- 
ness activity; nine more than were in- 
cluded in the December article . . . 
As with Mr. Foulke’s other publica- 
tions, copies will be available to those 
interested in such data. 
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290 BROADWAY 


Susscription: $4 a year; $10 for three years; 
35 cents a copy. Outside U. S. $5 a year. 


Willard L. Thorp, Editor; Norman C. Firth, 
Managing Editor and Business Manager; Ray- 
mond Brennan, Edwin B. George, Walter 
Mitchell, Jr., A. M. Sullivan, Associate Editors; 
J. A. D'Andrea, Statistician; Clarence Switzer, 
Art Director; H.C. Daych, Advertising Manager. 
Dun’s Review goes to each company using the 
services of Dun & Brapstreet, Inc. Service 
subscribers may obtain additional subscriptions to 
the magazine for executives, branches, and so on, 
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NEW YORK, N. Y. 


at special rates. ... Published monthly. January, 








1939, Vol. 47, No. 2129. . . . The contents of | 


this magazine are indexed in the Industrial Arts 
Index .... Member C.C.A. . . . Copyright 1939, 
Dun & BrapstrEeT, Inc. Printed in U. S. A. 


More detailed breakdowns of those statistical data 
originally compiled by the publishers—business 
failures, bank clearings, building permits, and 
price indexes which are summarized and inter- 
preted each month in Dun’s Review (see pages 
34-37)—are published monthly in Dun’s Sratis- 
tricaAL Review, tables only, no text, $1 a year; 
$2 outside the United States. 
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Work-— 
— But Broke! 











Finding a job doesn’t always solve a man’s money 
problems. Joe Smith, let’s say, has just got a job 
in your plant. He’s mighty glad to be on a pay- 
roll again. During months of job hunting the 
family’s savings had all gone for living expenses. 
Debts had piled up. As long as Joe had no work 
creditors were lenient. But now they're all de- 
manding quick payment. Yet if Joe paid all he 
owes he’d have nothing left of his paycheck for 
current expenses. 

At Household Finance Joe can get a loantoclean 
up his bills. Monthly payments on his loan will 
take only about 7% of his income. Thus he will 
have over 90% left for living costs and savings. 

Last year over 700,000 men and women with- 
out bank credit borrowed at Household Finance 
largely on their character and earning ability. 
Household loans helped them pay medical bills, 
make repairs, keep insurance in force, pay taxes 
—meet many money emergencies. 


Interesting booklets free 
Household renders another important service to 
wage earners. Household’s educational program 
in money management and better buymanship 
shows families how to save on daily necessities— 
how to get more from limited incomes. 

Wouldn't you liketo know morea bout thisserv- 
ice which helps answer the money problems faced 
by many of youremployees?The coupon will bring 
you further information without obligation. 


See Household’s interesting exhibit “Stretching Your 
Dollar’ at the New York World's Fair. 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 
Headquarters: 919 N. Michigan Ave., Chicago 
Doctor of Family Finances” 
one of America's leading family finance organ- 
izations, with 235 branches in 152 cities 
2 0 2 Oe me ee a ee me ee eee 
HOUSEHOLD FINANCE CoRPORATION, Dept. DR-1 

919 N. Michigan Ave., Chicago, Ill. 


Please send me booklets about Household’s family 
money service without obligation. 


Name moi PESO Re STN 
Address sige deliatsiabliatabdtccactsnitaetash ane 


City State 
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STAGNATION ? 





Artificial bristles 

Nylon 

Quick-freezing for foods 
Safety glass 

Pliofilm 

Television 

Electric razors 
Mechanical cotton pickers 
Continuous strip mills 
Fluorescent lights 


Long draft spinning equipment 


Lightweight trains 
Fibrous glass 
Synchro-mesh transmission} 
Airplane de-icing 

Color photography 

Small diesel engines 

Iron lung and fever box 
Facsimile broadcasting 
Haliver oil with viosterol 
Electric organ 

Air conditioning 





And thousands of other new products or processes. Does this look} 


like stagnation? 
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